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Action ae 
NEA Rec'd: June 9, 1958; | : 
a FROM: Jidda - CORRECTED COPY 6:43 a.m.) | | 
nfo ~ 
TO: Secretary of State S 
RMR 
NO: 1203, June 9, 9 a.m. ee al 
Ss \, } 
G | a 
og SENT DEPARTMENT 1203 REPEATED INFORMATION DHAHRAN 
z. 
W Reference: EMBTEL 1190. a. mm oO 
L - . 00 
INR ARAMCO treasurer Voss and assistant Spiegel informed Embassy oy 
H officer ARAMCO reactions new import dnd monetary decrees > 
P favorable given proper management, conspicuously lacking . 
UOP past efforts, curtailed government apendl ing and stabilization oO 
E riyal. Voss discussed possible loan for SAG with London banks ~<a 
IRC en route without success; expressed opinion only hope stabiliza- (, 
DCL tion funds USG. * ! 
© 
ICA Only substantive ARAMCO objection thus far Article 7 Decree 40 O} 
CIA which authorizes SAG order payment foreign currency revenues 00 
to SAMA at official rate. While SAMA Governor Anwer Ali 
assured Voss no (repeat no) such request ARAMCO contemplated 
Voss expressed view this authority could be troublesome if 
applied ARAMCO tax and royalty payments some future date. 
Obvious if SAG desired use provision against ARAMCO would place 
heavy burden ARAMCO which might at same time help SAG internal 
financial situation. 
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L Reference: [4190 “sf : 
INR aan —_ 
H ARAMCO treasurer Voss and assistant Spiegé].informed Embassy 
P officer ARAMCO reactions new import and mon®¢tary decrees “ 
UOP favorable given proper management, consultat#Q@ns lacking 7 
E past efforts, curtailed government spending ant st ization © 
Irc Yriyal. Voss discussed possible loan for SAG wit aon banks 
DCL en route without success; expresse pinion only hope hie aaah 7 
funds. USG. aaa aceite ~ 
ICA + hat 
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31-D OFFICIAL USE ONLY / 33 
Action | - Control: 5433 if 2 a 
NEA : Rec'd: June 9, 1958 a 
bgt FROM: Jidda 6:12 a.m. = gs 
, TO: Secretary of State | ot 
RMR af 
NO: 1204, June9, 9 a.m. 0) 
ss > 
G Om . 
as SENT DEPARTMENT 1204 REPEATED INFORMATION DHAHRAN UNRUMBERED. = 
W ARAMCO treasurer Voss informed Embassy officer New York banks ~ 
L refuse accept new system "ro -over" SAG tax assignment . 
INR debt due Article 33 government reorganization decree 380, rte. 
H May 14 which makes Council Minister rather than SAMA approval Ol 
P new debts mandatory. Acting Government SAMA Anwer Ali told © 
UOP Voss Article 33 designed ‘assure no (repeat no) new debts 
E assumed but ARAMCO assignment arrangements should have been 


REP specifically exempted. View basic importance "roll-over" plan 

IRC fiscal operations SAG IMF advisor Zaki Saad will delay 

DCL departure States if necessary assure corrective decree penne 
"roll-over" prior June 15 when funds required. 
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On the evening of June 3, 1958 official Radio Mecca announced the publica- 
tion of two new decrees establishing. a new import. system and amending monetary 
contrelse . Both decrees are dated May 3], become effective June 3, and supersede 
previous regulations. The texts of the decrees and the covering commumique 


explaining the reasons for their issuance are attached in translation. 


w 


i 

The commmigque. reviewed the reasons. for the present financial difficulties ,, 
belanced budget,.as.qgpemed to deficit budgets of the past several: 

years. The. budget will make provision.for retirement of the domestic and ‘ 

and a strengthening of the currency. These reform measures ..: 


and promised a 
ht 


marketing slump. 


oreign indehtedness. 
will be taken in the face of declining petroleum revenues caused by a worldwide 


No new loans will be concluded as these only complicate an already i 
confused situation. 


Heavy. international . 


have resulted from issuance of import 


obligations 
licenses and the transfers of foreign currencies in excess of exchange 
availabilities, Henceforth, official. exchange will be limited to essential 
imports for which -Will be made 


Arabian Monetary: 


controlled and 
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available by the Saudi 


(sama). Remittances abroad will now be heavily 
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The remainder of the nineteen article decree 39 is devoted to an | 
exposition..of the. mechanics of the. new import. system.and an elaboration of 
a Se 









gulations to assure agréement with 
mA is. defined in a, to 


s Mix ees . A MaTOey.. ne appreval af 
oe ee rate. 


Toe cegeone, compared. coder, dixection of IMF advisors Zaki 
? fer.Ali, are. receiving cautieusly. optimistic initial reaction from 

-banking.and. businass..commmd: They. are. expected. to be highly beneficial 
if the f ng conditions prevail: 






le ie renee Gh ti neds wteanetened AIML ace cet ueweped by: the 
Minister of Finance and. the Council of Ministers. 


e The Comptroller General of Imports. and his key subordinates prove 
capable in carrying.out. the managerial and mechanical reforms sai ieee 
in the new import system: " 

3e The budget. for the next fiscal period successfully curtails spending 
of Govermment entities, ~ , 


le The SAMA is-able to stabilise the free market at a lower level. 
‘Without a strongez eatte’ of. most personal.remittances and many 
categories of 4m - eh ase: the. fess mirket could. discourage skilled foreign 
technicians. from.seéking or continuiz Papa Sandi Arabia and could 
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REES TO AMELIORATE FINANCIAL SITUATION 
Radio Mecca 


Fane 3, 1958 (11:15 P.M.) 


The Directorate. General of Broadcasting, Press and Publication released 
the following official announcement: 


General + 


The Government. views with grave concern the current. financial distress. 
After careful. ga it. discovered that.the.causes of the crisis go 
back to. continuous. de a.in the budgets of the past.years, a profusion of 
projects, and excessive. spending which.reached the. point.of overburdening the 
state and forced it to. conclude extravagant. -loans,. both. foreign and domestic. 






The Covexnmant. has. bacome.fnlly.daterained to.put.an.end to this continuous 
deficit. without resorting. to.further.loans.. The. Government.will soon publish a 
draft budget. for. the. yéar.1378,. thereby. proving. to.all that it has been able to 
set a balance. between expenditures and.revernme. The. budget will provide a 
surplus. that.will.all be received by the @@audi Arabian) Monetary Agency for the 
purpose of strengthening. and stabilising the Saudi currency. 


It has been possible to attain this goal at.a.time when there is an 


difficult to distrilute raw. materials, including oil xhich is. the support of the 
economy. of the. Kingdom of Sandi. Arabia. This. situation led to a sensible 
reduction.in. the estimated revemes.in the. Saudi. Arabian.general budget. The 
Govermment..will.take.all practical measures. that. will contribute to the increase 
of ite. revemes.and. the decrease. of its expenditures. — 


Public Debts 


In view. of the. financial confusion. caused.by. foreign.and domestic public 
debts,.. the..Goverment has.decided never to. conclude.any new loans to meet any 
current urgent expenditures. in the general budget. 


Foreign Currency 


The pra a has. been overwhelmed with foreign currency obligations be- 
- of. Jicenses..and the. transfers of foreign 

ae ar ot Tene Sys ‘Im addition to 

sh Fag tos seting te pases tga te Govermesnt has 

“that na 4 licenses. be issued.and.that.no.tranafers be made without 

reig ensy..cover.for them .and.that.thé (Saudi Arabian 

Monetary}. tation.on.the.licenses.to that.effect, and pay their 

win dt cies sta Aha Geta c? oreo falls due. 
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ROYAL DECREE NO, 39 | 


7 Tau dah 1377 
(ay 30 19 ) 





The. Directorate.General of Iesednaating, Press and Publications broadcast 
the Pallowing Royal Decree: 


With the help of God Almighty; 

We, Sa*ud ibn. "Abd ale'Aziz. Al Satnd, King of Saudi Arabia; 

In view. of. the necessity. to. inure. and facilitate the importation of 
supplies. essential. .to. the country, such ‘as foodstutfs, clothing, medicines, and 
other goods; 

And in order to. simplify the import. formalities and assist the importers: 

And in.order. to. ingure.the. proper use. of. the.Government's share of foreign 
currency. for.the good ofthe country.and.in order to do.amay.with the high cost 
of living, make life easy,. and make.all.food supplies. available at reasonable 
es 


And after reviexing Our.Royal Decree. Nos 30/3/3/2302, dated 2 Dim al-Qa'dah 
1376 (22 June_1957),. concerning Import Regulations; 


And. after reviewing. the. 5 for..the.Investment.of Foreign oe 
issued in. Royal Decree. Nos..21/1/2325,. dated 2. Ramadhan 1376 (April 2, 1957); 


And in accordance. with what was. submitted to.us by the President of the 
Council of Ministers; 


Have decreed the following: 
ARTICLE Is 

The inpork Committees are abolished. 
AREBEE Ii: 








for ‘the. province es rt and 


the Demat 


es _ Page __ ___ of 
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| 
ea omer, ply Office shall deal with the requests. for the Eastern Province. | 


Tia Odiiealior shal accmmtaate the work. betwmen.these..three Inport Offices 
and. lay. dow the Internal Rules applicable.theretos, He shall control their 
operations. and. shall have. the. authority. to. determine.(the mmber of) their 
employees, .to.appoint.and. terminate them. and. todo the necessary to deal with 
the problems. submitted by these Offices, 


ARTICIE III: 


It shall be the function of the Import Offices to.iasue import licenses re~ 
quired by banks. for. the purpose.of cpening.credit or for the acceptance of (money) 
tranefers,.at. the. official foreign exchange.rate,.in payment of imports of the 
goods: referred to in Article IV. of these Regulations. 


ARTICLE IV: ar 


The. Ministry. of . Finance. and Natious) Heanony shally after consultation with 





consideration. to the new. requirements. arising in each of. the three provinces. 
Following.is. a. list..of the goods referred to above: 


Rice, wheat,..sugar,.flour,. millet, corns ee lentils, dried 

peas, black.beans,..chickepeas,. pepper, tea,.ceffee, cardamom, dried 
beans, .fresh meats,.‘sheep,.. fruits, fresh vegetables, fate, edible: 
ols,..milk and dairy produces. including mag IC Gried milk, butter, 

; and Bee meoeuticals, 





The Couned.of | Mix Ba ar lla eels alan i Sergtaaste 
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i ARTICLE VI: 
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ARTICLE VI: . | 





The importation of motor vehicles of.all.kinds.is prehibited for a period 
of six months from the date of issue. of this..decree;. thia.may be extended for 
-gix.months.by..decision.of.the.Coumeil of Ministers 
v th. the. Minister.of Finance.and National Economy. 
‘bition. shall not.affect. mater. vehicles..covered.by previous permits still 
in effeet. for which.an irrevocable. letter of credit has been opened. 





ARTICLE Vit: 


The importation and exportation of gold shall. be. subject to the terns 
and .conditions.and within the. limits proposed by the Minister of Finance and 
approved by the Council of Ministers. 


. fl ether goods which. are not mentioned in these Regulations and to which 
the import ban does. not. apply. may be importéd freely and. without license. The 
Agehcy shall not be obligated to provide foreign currency therefore 


ARTICIE IX: 





The Import Offices shall comply. with the. following.rules in the accepting 
of applications and the issuance of permits? 


lL. The Inport Offices will grant. Licenses on the basis of the re= 





of the true prices. a at. the. time the permit is issued. 
‘Re Peis Te alas tan tate seme to: the Import Offices 





i = . ing re 4 + ec g 
y PUNE ss. sant ty ragiaioted ail oF ddlivered by han! ani 
will bear fiscal, stamps. 


3e The. applications. will be. registered. and mmbered serially according 
to the. order of arrival. and. the. applicant. willbe. given. the mumber and date 
of registration. 







he The. applications.of merchants.uho are not registered in the 
Commercial. Register shell. be. refused at. the time of application. This will 
not apply to. areas whate. there is no Registration Ovtices until such time 
as they are es shed. 

5e At.the time applications.are. submitted ta.the J Offices and | 
after verifying the imports. of each merchant for the - years: preceding | 


§ ero | _ 
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4377. etcne, tie sMaeot Dies to. the.goods..designated in Article * 
egulatic Office ae ee een te concerned 

our, : Lwhich he may import 

iees, 4 ¥P and quantities. 








shall issue. permits. as promptly as possible. 
ARTICLE X: 


> itself 1 infin the Inport 
‘ he ide an ete caer with the 


shall. only issue. ‘such order to. the. Cus after. the Government has been. 
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From 


for the.currency it has lost through the act of the importere In | 
addition.to. the compensation paid.to the. Government for its loss of foreign 
currency, the violator. may. be. punished as follews after the violation has been 
proved to the Cand ties a concerned: 


A. He may be imprisoned for a period not exceeding three months, 
Ors 


B. He may be denied a permit for the following quarter or for a 
longer periode 


The same penalties. shall be imposed on importers when the goods do not 
arrive within a period of six months unless. they. have a reasonable excuse, in 
which case a further period may be granted as appropriate. 

ARTICLE XIT: 


The text of Article XI shall be printed on the back of each permit. 
ARTICLE XIII: 

Import Offices may consult with merchants and other persons, as they deem 
fit, for the purpose of ascertaining the true. prices and obtaining any other 
information necessary to carry out their functions. 

ARTICES XIV: 


(Import) Idcensing Offices will apportion the amounts. of foreign currency 
to them. to.the. various..cammadities. proportionately to the average 


of information. they. Fr HC Oe page BER Fy E vided the Ministry 
ax stag aa Fag authorities 





of tin good Aap ete and other information relative to arket conditions, as 
well as all information necessary to. assist. the Import. Offices in carryingbut 
‘$heir functions. 


ARTICLE XVs 


Mealy entalli shed nenghants sho ware nit inpertars dosing the three years 
precedizig. she. page 197 tiep > De five. impart. pemee be Soe. Import Offices to 
cover a reasonable. Sy ea the. goods. mentioned.in.Article IV of those 

lal and financial standinge 





ARTICLE XVI: 








He. sa 








ae on that ipplication and forward it 
with his approval to the (Import) Office concerned, 


ARTICLE xyuis 


The Minister of Finance and National Economy shall carry out the provisions 


of these Regulations: 





of these Fee ep ae “be Senoetiod. 
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With the. help of God Almighty; 
We, Seud ibn tAbd ale!Aziz Al Satud, King of ‘Saudi Arabia; 






ren Department, issued 
Tatjan 137; 


And in a desire. ‘to. snend 14 and tmprove itso. that i. will be consistent 


at. present in the country; 












up to insure 
tation of essential 





ne. Agency. shall pay forthe following in the 
} at. the official rate of exchange: 












1 those provided 
and without license. 
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: ___OFFICIAL USE ONLY ee 
ion Control: 12130 8 § | 
Rec’d: June 17, 1958 So 
ae FROM: Dhahran 9:39 a.m. 1x 
MR 10: Seoretary of State x 2 
s NO: 746, June 17, 6 p.m. oO. 
| QO : 
iP | 0) 
SENT DEPARTMENT 746 REPEATED INFORMATION JIDDA 488. > 
° e : 
7 
EMBTEL 1204, ie 
INR | = 
[ Anwer Ali letter dated June 16 informs ARAMCO Council of 0) 
, Ministers has decided loans of "roll-over" type need no a 
jop (repeat no) further endorsement of Council or King. ~~ 
SS. ‘ “ 
vep ARAMCO disturbed because the above decision was itself = 
(RC not authenticated by Royal Decree. Until matter cleared 
scL ARAMCO-will not (repeat not). agree to loan assignment. 
LCA oe SCHWINN 
DCB | yr oe 
usta TT/2 a gor 1 rc 
CIA ‘ \' ~ 
\ a 
t 
ne 
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Action Classification Control : 14127 23 
Rec’d: June 19, 1958 , oe 
11:06 a.m. $ 
ee FROM:  Jidda - 28 
RMR ve Mer ie 
TO: Secretary of State | 
“y NO: 1245, June 19, Noon. 
SP 
C 
Wy SENF DEPARTMENT 1245; REPEATED INFORMATION DHAHRAN 30 Poe 
: ; 
IN: DHAHRAN FOR CHIEF, USMIM Ww Sa 
NEA JUN. IB og 
E e 
IRC Saudi economic future dependent economic austerity program _ 
DCL following recommendations IMF advisors. Salient features O 
include rigid budget providing strict management of decreased ~ 
ICA revenues (due declining petroleum sales), reduced government 0) 
; 1 
CIA spending, establishment new import and monetary control regula- io 
OSD tions and a clear scheduling of debt retirement and reconstitu- 0 
ARMY tion currency cover. Ol 
NAVY re) 
AIR Obviously, this ambitious and commendable program, which must 
be extended over several years to bear fruit, is predicated on 
number assumptions including steady flow calculated volume ail 
without drastic price reductions, which US import curbs, recession 
and resultant repercussions western European markets or disruption 
transit pepeline service could effect; integrity and ability SAG 
officials implement program, (virtues conspicuously lacking in 
past); and a stable political order, which could be influenced by 
Saud family differences, UAR intentions, Israeli problem and 
increased Soviet penetration area. 
Major items in budget reductions are royal family apd Ministry 
Defense. Defense reductions estimated at 22% of previous 
allotments. Within this context, curtailment available funds 
SAG military programs require reassessment 1960 USMEN rgets. 
Otherwise US Government liable bear blunt critici 
over-ambitious program. & z 
SAG 
PERMANENT 





CONFIDENTIAL 


-2- 1245, June 19, Noon, from Jidda. 


SAG caepartanietien decree 380, May 4 stipulates no new ‘loans, 
but Embassy believes aid requests: through 1960 likely include 
loan stabilize currency, DLF applications, extension or mori- 
torium on repayment lend-lease silver obligations and military 
arms, Additional requests also possible for grants beyond $25 
‘million already allocated Dammam port and Dhahran air terminal. , 
Other aid requests might. arise should an IBRD mission be. invited’ 
to make general economic survey. Financial stringéncies make 
SAG allocations ba al ceyelepeant unlikely several years. 
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Action ataifteatton enrol: 14126 2 
Rev'd: June 19, 1958 ag 
NEA . 10:59 a.m. = 
Info FROM: Dhahran i 
RMR ™ mh f ; 
TO: Secretary of State ko ot 
= NO: 752, June 19, 4 p.m. ie a oo 
SP. } : } pa 
SENT DEPARTMENT 752, REPEATED YNFORMATIONJIDDA 491. |. > 
e 
L 
INR bessienes 746. O : 
: 0 informed SAG-does. not wish destroy good psychological | Ps 
UoP effect, Decree 380 by publication exception loan procedure ' 
E considered too subtle public understanding. a . 
ich Council Ministers can and apparently has made secret decision Oo 
cr, matter but prior letter acting: Finance Minister Ibn Adwan 0 
( EL erroneously said Anwer Ali) not considered notification 
ICA competent official. 
a Today ‘Amir Faisal, President: Council, sent ARAMCO letter stating 
CIA Ibn Adwan letter was to be considered sufficient legal basis’ 
ARAMCO and banks proceed with roll-over loan. . 
While form. Faisal letter considered trifle weak, ARAMCO believ | * 
almost any notification from Frost oenit | Council Minkters valid  ' 
and hopes banks like-minded. | 
3 SCHWINN * 
CAD: MLB/3 | 
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FROM: Dhahran 
RMR TO: Secretary of State 
8$ NO: 1, Juty 1, 1 p.m. 


Cc SENT: DEPARTMENT 1; REPEATED INFORMATION JIDDA 1. 
t. Jidda. Rmbassy telegram 1204, Consulate telegrans 746 and 752. 
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Action Capfrol: ps ry — aS 
> Ju & 
ASS FROM: Jidda 11:58 a.m. '- 
nto : 
TO: Secretary of State i 
NO: 27, July 7, 5 p.m. 4 : 
ss | 
G 
SP 
: NIACT | ow 
W SENI DEPARTMENT 27, REPEATED IFORMATION DHAHRAN 8. o 
L 
INR Sama Governor Anwer Ali informed Embassy officer today. SAG = 
P -budget next fiscal period probably ' would not be published = 
UOP for another month due need make reai rments in allocations Oo 
E between Ministries. According Ali Prince Faisal has been‘unable “™ 
TRC resolve disputes between Ministries over allocations and states ™“ 
DCL needs more time. Ali has been reassured no change contemplated Bs 
over-all expenditures. Therefore, hopes delay one of form . on 
OCB rather than substance. While deploring unfavorable publicity 
USIA attendant delay publication budget (decree 380 promised budget 
CIA approval one month prior new year 1378 which begins July 17), 
OsD Ali reports level government expenditures has been curtailed . 
ARMY drastically last several months and his view reform i aa aie 
NAVY vancing. I 
AIR w 





Because of delay Budget ahd carton and stories. disi.ension with- ¢, 
in Council of Ministers, Manager of important Netherlands 
trading ‘society, who in addition has information on jockeying 

for power in country, expressed genuine concern about al 


tical stability implying Faisal having increasing trouble main; 
taining leadership. 
SWEENEY 
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: S 
DATE: July 10, 1958 S38. 
SUBJECT: Saudi Budget and Other Matters a3 
$2 
ag 
' 2 
PARTICIPANTS: Mr. Ahmed Zaki Saad, Executive Director, IMF Be 
Mr. John Hooker, U.S. lxedutive Director, IMF i 
Mr. Frank A. Southard, Alternate U.S. Executive Director, IMF 
Mr. John F. Tag Ng/E . 
COPIES TO: er WeA( lee) NE/E(2cc) FN(lec) IRC(2cc) BI(1cec) 
v ie . 9 cs 
aN ; A 6b qn ies 
IMiucis A C 
Q q audi -Budget: . _ wi 
/\ : | | bl © 
-S On the subject of the budget for the year beginning July 17, 1958, Mr Saad see 
stated he expected revenues to amount to 1,325,000,000 riyals and expenditures ON: 
to total 1,210,000,000 riyals, giving the Saudi Government a surplus of ut 


115,000,000 riyals. He said’ he prepared a draft budget prior to his departure , so 
from Riyadh and discussed it with Prince Faisal. On being informed that the wc 
budget has not yet been published, he indicated some surprise; he could not LU 
. understand thé delay since it was substantially approved prior to his departure. oe 
* He said he ‘would be cabling Faisal to find out se sh is holding it up. ' 


fees fs} replying to a question regarding the cooperation he was receiving from : 
the Royal Family in holding down expenditures he said that it was very good. 
Me said he is trying to get the Royal Family to live wittiin a restricted 
budget and in explaining to the King. why certain measures are necessary, he 
must utilize simple ‘terms and illustrations; when properly explained, the — 
King has a surprisingly good understanding of what he is trying to do. 
Prince Faisal's comprehension of his program for cutting back governmental 
dxpenditure and restricting imports, Saad said, was very good. As for sources, 
. of revenue for his budget » he explained that he was- counting on petroleum in-- 
come amounting to about $295,000,000. As for new taxes, he mentioned in- 
he silage automobile license fees, but indicated that*the primary soutve of 
iditional income this year would come from “the; sale of foreign exchange, 
oe B) than for essential imports, at market prices. He stated that, depending: 
(pon theix experience in the next year or so, be i riyal ; ¢-rather baie being ey 
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stabilized at 3.75, might be. stabilized at 4.5, or 5 riyals to the dollar. 

* Also that rather than an 16 month austerity program, Saad's view now would 
seem to indicate that he is thinking of a two to three year program. No 
mention was made of need for external financial assistance other than that 
which customarily comes from the oil company. (In an earlier conversation 
with Mr. Ruchinski, I was informed that Saad had discussed since returning, » 
the possibility of development assistance. Mr. Ruchinski stated that he 
had told Saad there was very little in the Saudi Arabian development program 
in which the Bank might help, since the program consists ‘primarily of mosques 
and public buildings. As for non-project assistance, the Bank's policy 
would preclude such aid.) 


During the conversation, Mr. Saad repeatedly came back to. the difficulty 
he has had in recent days with a request from Aramco to obtain a copy of a 
Royal decree stating that Article 33 of Royal Decree ijo. 380 is not applicable 
to refinancing of old loans. Mr. Saad on several. occasions characterized the 
company as being directed by very small, incompetent individuals who are doing 
everything possible to destroy Saudi confidence in the company, and at several 
points in the conversation stated that the company would be losing out in Saudi 
Arabia shortly because of the incompetence of the company's management. This 
decree, he said, was being sought by the company since the banks handling the 
roll-over loans were requesting taux evidence on the authority of the SAMA to 
agree to the renewal of old loans.- Within the past few days he said he had 
cabled for a copy of this decree. Prince Faisal. he reported, was reluctant 
to have the decree released since the decree would be misunderstood and would 
be regarded by other Saudis as indicating that. the Government is revising its 
old policy of borrowing against future income. Saad said that the money is 
due the Saudi Government and he could not understand why the rjone Nga and the 
banxs had to be so technical. Mir. Saad said he has. now received a copy of 
' a letter from the Acting Minister of Finance addressed to Aramco in which the 
Minister includes within fhe text of his letter a copy of the Royal decree 
authorizing the Gouncil of Ministers to interpret paragraph 33 of Royal Decree 
350 as not applicable to old loans. I endeavored to assure Saad that very 
‘likely this letter might well prove to be: adequate and that the problem might ~ 
be solved. (Mr. Knight of Aramco has since informed me that the New Yori 
banks (Chase and Guarantee Trust) have accepted the letter and have agreed to 
the refinancing. ) 


Hea jaz Railway: 


Mr. Saad stated in no uncertain terms that he considered the railroad to 
be uneconomical and that it would be very undesirable for Saudi Arabia to be- 
come involved in financing the extension of this railroad in view of its pre- 
sent financial situation. He said he has neard in New York and elsewhere 
that there is Soviet interest in the railroad; he heard of no Soviet interest 
in Riyadh. ie thought that if the Soviets were to build the railroad and 


give it. 
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give it’to the King, it would be very difficult for him to refuse such a 

gift. On the other hand, he would be very suspicious of Soviet intentions 
and felt, if he were consulted on the project, he would want to give the 

-West a chance to meet any Soviet offer. In his opinion, the August 15 dead- 
line for submission of bids could be allowed to pass unnoticed. I indicated 
that the present political situation does not suggest that the Governments of 
Syria, Jordan and Saudi Arabia could effectively cooperate on a major construc- 
tion program at this time, and that we would not be furthering SAG's best in- 
terests to urge it to assume new financial obligations at this time. 


Lend-Lease Silver: 
Mr. Saad said that the Saudi Minister of Finance does not wish to recognize 

our Lend-Lease silver loanas an obligation of the Saudi Government. The 

Minister was reported to have said that he would be prepared, however, to see 

the debt deducted from any new aid the United States might give Saudi Arabia. 

Mr. Saad said he did not think the Minister's position was correct and that in 

his* accounting of Saudi Arabia's external debt, he was including. some 419,000,000 

due the United States for this loan. According to Mr. Saad, it would be 

difficult for Saudi Arabia to undertake repaymént of the loan at this time. 

He suggested that Mr. Hooker might assist him in‘preparing a draft of a commni- 

cation which the Saudis might deliver to the United States, a communication 

which would recognize this silver debt as an obligation of the SAG and indi- 

cate that the Government would begin to repay the debt as soon as its financial 

situation improved. With reference to my suggestion that the Saudis also 

demonstrate their intention by returning the silver now on deposit with the 

Federal’ Reserve Bank in New York, Mr. Saad said that this would be impossible 

at this time. 


\ : 
end 3 : ; 
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FROM : American Hex General, DHAHRAN 





' THE DEPARTMENT OF-STATE, WASHINGTON. 





SUBJECT:) SAG 'Roll-Over' Loan Granted by New York Banks 
-Coitimation has been received by Aramco officials in Dhahran that tne hase 
Manhattan Bank and the Guaranty Trust Company of New York have granted: the Baydi lo 
Arabian Government loans totaling $13 million to 'roll-over' the loan for d > 
amount which fell due on June 15, 1958 and was repaid by the Arabian ae i ;: § 
Company against an assignment of taxes owed to SAG, A similar loan in the mount of = 
313 million is expected to be made on July 15,1958. a = 


be te 
== 


Further ‘such loans are anticipated throughout next year but, bancune they will ben 
limited to a 'rolling-over' of prior loans, will not exceed a figure on the order of vt 


392 million, regardless of possible increases in crude oil] production. For example, meg 
the August 15 Loan will be only about $8.million because that is the’ amount then 0) 
falling due. a& re) 


Aramco Assistant Treasurer Spiegel.in discussing this’ matter with the Consul : 
General and the reporter, stated that Aramco had been compelled to strengthen their 
usual letter confirming the assignment by adding a. guarantee that the loan would 
be repaid and the New York banks held harmless in the event the legality of the 
loan were questioned. Mr. Spiegel admitted that a suit against any or all the 
Aramco directors because of this commitment was made more remote by the fact that | 
there is no public ownership of Aramco stock. Nevertheless, the Aramco officials P 

. were said to have been advised that such a suit could possibly be instituted by \E- 
‘shareholder in one of the parent companies, naming his eee and its directors. 
as beoiary as ini and its directors. 


Mr. Seto. thought this was a justified risk in view of the need for the 
Company to show some support for SAG. He agreed with the reasoning that the , 
Company could not afford to be overly strict in this instance and at the same time 
insist that the Onassis Arbitration matter and the Sidon price differential dis- 
agreement both be fought ‘through to a decisive verdict rather than -be opener 
as Prince Faisal has recently suggested. 


VCH 
A member of the Aramco Cohbé 1 sete staff, without realizing it, dis-- 
puted the contention that Aramto ha@put itself into a vulnerable position . 
He revealed that a decree in proper form, except that it. was not published in the 
official journal, was issuedyeand Pea by His Majesty King Saud, stating.that the 
present laws do not conflict wit 83 lof Decree 380 as they do not impose 
new burdens on the SAG treasury. A quick look at the secret decree was vouchgafed 
| the reporter. and its substance is, Wore a. as Enclosure 1 (protect ‘Company and. 
Ve elVLE = 
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individual source). The Decree is dated the equivalent of July 8, 1958. 


_ The device of. such a*secret decree is presumed to be a special instance of 
its use. There is reason to believe that certain officials of Aramco contacted 
Zaki Said, SAG finaricial advisor (in New York?) and in effect said, Article 33 
is your doing, now you f Pind’ a face saving out in this ‘instance; 3 the secret 
decree followed. 


The Consulate General believes that several Aramco lawyers objected to ‘the 
form of notice, the enclosed letter, that this special decree existed but were 
‘told that this was the usual form in which such matters were conveyed to Saudi 
‘Arab officials and that SAG did not propose to give Aramco a more’ formal notifica- 
tion than’ it gave its own officials. 


FOR THE CONSUL GENERAL: 





-Ameriican Vice Consul 





SAG Letter No. 889/S . 


cc: Amembassy, JIDDA. 
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Kingdom of Saudi Arabia | 
Cabinet of the Prime Minister 
| a 1 No. 889/S : 
° 21 Dhu al-Hijjah 1377 


His Excellency 
Minister. of Finance and National Economy 


Reference is made to our previous correspondence to you No. 11535 of 27/11/ 
1377 in connection with, the decree of the. Council of Ministers No. as dated 
25/11/1377 - about renewal of the old loans.... 


_CWe Sa'ud ibn Abd’ al-'Aziz =iict ' Abd al <Rahmari a Pateal AL Sa'ud 
KING QF SAUDI -ARABTA 


Depending on God and apie ecusigl of our Decree No. 380 of 22 Shumal 1377, 
and after perusal of the decrees of the Council of Ministers No. 148 of 
25/11/1377, in which it has been interpreted continuation of the renewal, of the 
old loans and statement of. accounts between the Saudi Arab Monetary Agency and 
the banks do not conflict with’ ‘Article 33 of the. Act of the Council of Ministers 
as these two cases do not ‘impose new burdens on the State Treasury. 


Order the following: 


First: . We agree ta the Decree of the Council of Ministers referenced in 
the foregoing. 


Second: The President of the Council of our Ministers and our Minister 


of Finance are charged with the execution of this Decree of ours and are to 
presses accordingly. 


(Royal signature) 
‘Please be informed of the decree and act accordingly. 


By Order of: President of the : 
Saudi Council of Ministers 
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ait, 
July 29, 1958 


- TO "’ ’ THE DEPARTMENT OF STATE, WASHINGTON. — 





SUBJECT: . , . 
Bank Statement of King's Riyal Account, under Stabilization Fund. 
Enclosed is a copy of the statement of the King's riyal \ 
account under the stab Ligation fund for the Period ending 
July 31, 1958. | : — 


For the Ambassadors 


NW Dire TS ST: : 
William D. Toomey % 
Second Secretary of Embassy 
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NEDERLANDSCHE HANDEL-MAATSCHAPPIJs NeVe 


; (Netherlands Trading Society) 
Jidda : 
July 31, 1958 
Dear Sir: 


We herewith inform you that your account on our books 
shows a balance of: °° - 


Rise 6000.00 -- (Riyals - four million) 
in your favour after close of today's business. 


NEDERLANDSCHE HANDEL-MAATSCHAPPIJ, N.V. 
7 


w 


To: 


HM. King of Saudi Arabia 
(Stabilization Fund) ‘ 


ee 


Jiddae 
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Memorandum of Conversation 





DATE: August 1, 1958 
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Patsy @@ yen qwoulnsog sep 


SUBJECT: Saudi Arabian Budget 





PARTICIPANTS: Mr. Zaki Saad, Executive Director, International Monetary Fund © 
Mr. John F. Shaw, NE/E u a 
> 
COPIES TO: WNEA(lcc) NE(1cc) NE/E(2cc) FN(1ec) Oo 
_, © 
(fp 4 
ion 
ry Ol 
0 
2 During the course of a telephone conversation with Mr. Saad, 

_he indicated that he is now in receipt _of_a_copy of the decree which mo 
the Government of Saudi Arabia has hesitated to publish, and which has he 
been the cause of difficulty in arranging for further loans from the ~ 
New York banks. In answer to my question as to when the Saudi budget Cc. 


is likely to be released, he said that he just received advice that 
the Government will be publishing it between August 10 ani'17. 
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FROM : Dhahran 
TO: Secretary of State 





NO: 106, August 18, 5 p.m. 


‘SENT DEPARTMENT 106, REPEATED INFORMATION JIDDA 61. 


Letter stating Ohreoal*) Minister Finance authorized Bin 
Adwan, State Minister for Finance to act such matters has 
permitted 13 million dollar August "roll-over" as of today. 
ARAMCO, and presumably banks, not limiting "roll-over" to 
equivalent month, dollar, and bank but merely keeping total 
tax assignment loans under 94 million dollar mark 


SCHWINN 
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*As received. Verification upon request. 
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The item identified below has been withdrawn from this file: 
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In the review of this file this item was removed because access to /it is 


restricted. Restrictions on records in the National Archives are stated 


in general and specific record group restriction statements which are 


available for examination. The item identified above has been withdrawn 


because it contains: 


JITLON TVMVUCHLIN 


[x] Security-Classified Information 


[| Otherwise Restricted Information 
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NEA FROM: Jidda 6:15 a.m. é 
Info 
TO: Secretary of State 
SS + NO: ) 
Ww 329, September 15, 11 a.m. 
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oo 
OO 
Cc During conversation today with Embassy economic officer, 0) 
L manager First National City Bank confided specific interest > 
INR bank in publication long overdue Islamic year 1378 SAG bud 
H Automobile manufacturer client has firm crag. SAG for 

P 





million trucks earmarked equipped white armg. Trucks in storages 


UOP US awaiting budget publication. US firm demands spec! fic pay- ©. 


WMSG ment assurance, According bank manager contract requires ~ 
E special item budget allotting $2.5 million for this truck order .— 
TRC Manager believes considerable resistance this purchase has ©) 
DCL developed Council Ministers but says contract firm. pl 
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RMR IO: Secretary of State 
sg —«*NO: 389, September 30, 6 p.m. 
. : 
a SENT DEPARTMENT 389 REPEATED INFORMATION DHAHRAN 182. 
Di&’turbing revelation of further delay in issuance of SAG a 
INR budget for current year. was given Embassy in my Sep¥ember 0) 
WMSC 29 meeting with ARAMCO top management. According V-P Broggham, > 
F Faisal informed Aramcans earlier in day budget just emerg from 
TRC "Phase I" which was consideration by budget committee. Would — 
DCL sogg go into "Phase II", which was conaideration by entire S 
Gemmcil of Ministers. this is first Embassy has heard of oO 
CIA 2-phase explanation as hitherto SAG officials have indicated 
budget would be issued soon. O . 
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i 4 NO: 417, 

INR SENT /DEPARTMENT 41 7%_ DHAHRAN 157 
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IRC Genera tals Corporation may wish consider postponing 
DCL _ show-down with SAG on repayment debt until publication ee 
budget current fiscal year. Business and banking 00 
CIA commmity believe budget will be published soon. According 0) 
official SAG announcements (see Embassy despatch 245 of - 
' June 9, 1958) budget will make provision for payment debts. ie 
Department may wish. convey without attribution estimate oO 
IMF official and Acting Governor Sama Anwer Ali, reported ri 
G-4, August 7, foreign debt will be liquidated on — 
acheduled basis within 18 months. P . 
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Action Classification Control: 17197 a3 
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FROM: Jidda > oO of 

Info 3 | 

ae TO: Secretary of State 

tre NO: 469, October 29, 11 a.m. 

P 
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F SENT DEPARTMENT 469, REPEATED INFORMATION DHAHRAN 


DCL Report IMF advisor Zaki Saad only trahsiting Jidda after nine- 
day visit King Dammam and Prince Faisal Taif prompted Embassy 

ICA officer Toomey seek out Saad last night garden home acting 

CIA Sama Governor Anwer Ali Where Saad awaiting early morning flight— 
Cairo. Saad outlined New Delhi IMF decisions required immediat 
consultation Washington. Faisal disappointed as had expected 
Saad remain some weeks assist completion budget and advise — 


on further reform measures. Saad assured Faisal would return 
in two months. 


/ol°vg9ss 


gs6c-b 


' Saad's over-all impression encourfging progress made due good 
money management Anwer Ali and strong economy mindedness Faisal. 
Finds considerable evidence confidence Faisal's ability push 
program through. Delay publication budget unfortunate but 
as no precedent existed SAG experiencing real difficulties 
wroking out details. While important publication mvcur rally 
public opinion, government in fact saving money and making 

real economies. Saad expects hudget will be publighed in 
“about one month". 


Saad confided he and Faisal in disagreement on SAG revenues 
current year. Faisal expressed concern budget will not be 
balanced due lower petroleum income and falling customs 
revenues, but Saad asserts incoge 1.3 billion riyals and 
expenditures 1.2 riyals will provide. comfortable safety 
margina. Saad did notctake issue with Faisal on amougf of 
revenue as suspects Faisal‘'s repeated expressions concern'jn 
Council Minister partially propaganda designed engendéz 
economy mentality. 
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Untimely arrival Saudi Vice Gevernor Sama Abed Sh 
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question royal family sitovnnies: impossible, but on way to 
car. Anwer Ali said King Saud is not too happy but reconciled new 


system. 
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Embassy has indications from sources in.Jidda and Riyadh that SAG, 8 
in current exhaustive search for added means to solve financial problems,Q) 
has eye on land and other holdings in Saudi. Arabia of ex-Min Fin Mohamed | 


‘Surur; some say SAG may even confiscate Surur's properties, estimated  ° 


to value many millions of dollars. Embassy has also been told Surur os 
sons have been pradually selling out partnership in Red Sea Trading Co., O 
contractors ami agents such firms as Mnterprise Engine and eae Co. 
(US), and perhaps other local companies. 0 

Balanced against these indications Surur may not return Saudi ~ “Ta 
Arabia is King's private statement some time ago Surur will return as —™ 
Royal advisor and persistent local rumors to that effect. Semi-officialO) 
local press in -Jidda occasionally mentions Surur attending weekly 
literary meetings Cairo (object possibly to keep his name before public @ 
in Hejaz where he is popular), . 


Embassy would be interested knowing of Surur's own thoughts on his 
future ats any contacts Sapanay Cairo may have with Surur in Caiross 
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FROM : American Consulate General, IHAHRAN _273 _ 


DESP. NO. 


TO : THE DEPARTMENT OF STATE, WASHINGTON. 













SUBJECT: Saudi Budget for FY 1379 








awit) ie : nie is not a. we rent y « wy 
Sand fiscal year that results in 


year-end accounting is pitty rbual erimann 
oS Bites for the pilgriaige wut the treseuious intlax ef pligiias fren > 
the entire Moslem world. 





The plan now is for the fiscal year to begin en Baja x, the beginning of the © 
seventh month of the Arabic year, and to end Jumada II 29, the last day of the sixth ~_ 
month, With this change, the next Saudi fiscal year will begin January 11, 1959 and 
end December 30, 1959. 


] 

estion of. — procedures for the. period from:the end of the last ~ 

fiscal year on Dhu Al-Hijjah 29, 1377, which corresponded to’ ily 2 21°. ea. until © 
ie yo which corresponds to Ja s still unanswe Ar 











ry arently, that period of approximately six mc (s ‘will be. "te consti witten Lae 
off as a period of transition from the old system to the new. TY¥iew 
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H On January 11, Prince Faisal eeabenied me to come to Riyadh O 
E by arrangement with Foreign Office. At Prince Faisal's 7 
DCLC meets I postponed trip until departure of ames from acai \ 
? corns, 
I discovered that purpose of Faisal's summons was to break ol 
the news prior to its publication that tne SAG budget had Ol 
made no provision for resumption of payments on tne armament © 
debt following the 12 months moratorium on such payments we 
‘conceded last spring. Faisal handed me a note expressing 
appreciation for last year's - moratorium.on arms payment but 
stating that ''due to pressure of compelling financial con- 
ditions" SAG could not resume payments this year but after a 
this fiscal period it hoped to extinguish t bt in four w 
” 


equal installments. Faisal said he Was sure that I wou 
appreciate that he was a man who liked | to _pay his debts meen! 
and it was painful: for him ‘to be in default but’ that he could 
not fit any payment into the current fiscal period. He said 
that he had drastically cut the expenditures of the King 

d the princes in order to achieve a budget balanced’ at 
2410 million ¢iyal. The only payments on debts could be 
ffected this year would be to the monetary authority in 
rder to provide stabilizaing cover for the depreciated 
urrency. He had asked Doctor Zaki . Saad of the Inter~- 









\y 


oh the lend-lease silver Lean tarouna $18 million) and 
to explain about the budget. Faisal then broke off the 
it terview since he was overdue for his press conference onS 


e budget. ae 
"a 22 § 


Ighad a long talk with both Zaki Saad and Anwar -Ali of th 
E. } paca now maa: A heading the Saudi et . 
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SECRET 
-2- 640, January 15, 3 p.m. from Jidda 


monetary authority. Zaki Saad said. that the budget and 
expenditures were, from an economist's standpoint, en- 
tirely too large but it was politically impossible for 
Faisal to reduce it further this year. The budget for 
the King and the Princes was about 236 million riyals. 
"Officially" Zaki Saad said this was a reduction from 
300. million riyals. Actually, he said, in the 12 months 
preceding the take -over of authority by Faisal the 
King and the princes were spending several times their 
present budgeted allowances. He would not reveal the 
figure to me because it was "shocking". The King was 

a man of generous heart, but of woeful incomprehension 
of monéy and finances but the minute that he, Zaki Saad, 
had convinced him that Saudi Arabia was on the ‘verge of 
real bankruptcy with unforeseen political repercussions, 
the King accepted the situation gracefully. When. Zaki Saad 
mentioned the figures to which his expenditures must be 
reduced the King had plaintively asked; "What shall I do 
with my palaces?"' Zaki Saad replied: "dynamite them". He 
had to hasten to tell the King that he was joking be- 
cause the King looked so alarmed at his reply. 


Zaki Saad said that his respect for Faisal's industry, 
consultations over the budget. He, Zaki Saad, had wished 
to reduce the princely allowances and pensions much more 
drastically, saying that a figure of 236 million riyals 
was still far too great. Faisal had patiently explained 
to him that in the case of certain. princes and individuals 
_ their pensions could not be eliminated or drastically re- 
duced. Zaki Saad said his reasons were always cogent and 
that Faisal did not yet have the personal authority -- but 
was acquiring it -- to apply more drastic reductions to . 
royal and princely expenditures. 


With regard to the lend-lease silver loan, Zaki Saad. said 
that unfortunately the King, abetted by yusuf Yassin, had 
the impression that President Eisenhower and Secretary 
Dulles had "forgiven" Saudi -Arabia this debt. Zaki Saad 
he had told the King and Faisal very definitely that _- 
neither the President nor the Secretary of State of the 
United States could legally cancel this debt and that 
Saudi Arabia was the only country still in. default, he 
believed. He said he had told them that they must resume > 
payments on this debt and he hoped that in another year 
they could. Details on the budget will be given in a 
following telegram. 
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Main sources income are; 
“@L1 royalties SR 295,000,000; — = 
Hnegme ax $50,090 ,000; a 
-Custges, 122,000,000; | 
Sandi Airlines 24,000,000; and 
SGRR awd port "35,000,000. 
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CONFIDENTIAL 
-2- 642, January 15, 5 p.m. from Jidda 
Majox expenditures include: | 
Royal Family 236,000,000; 
Defense and aviation 190 ,000 ,000; 


a 5 oes 11,000,000 and National Guard or White — 
00,000 separate items); 


—— 109,000,000; 
Communication 107,009,000; and 
Debt repayment 130,000,000 


Decree proutises publication details expenditures Ministries 
shortly. | 


In Embassy view pubdtcation. of budget an important although 
unfortunately del p_tow ; > & 

under accountable canerol and bound to tacce se con 
of -business community as well as payee generally. 






Full text and schedule follow by anapeied. 
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— RE: JIDDA'S 642, REPEATED DHAHRAN 322. 0 
H Ww 
P ARAMCOECONOMISTS DESCRIBE NEW SAG BUDGET AS "REALISTIC" “ 
UOP BUT POINT OUT THAT REDUCTION OF FUNDS OF KING AND ROYAL ig 
E FAMILY SOMEWHAT LESS THAN PREVIOUSLY RUMORED ONE-THIRD. - 
TRC DEFINITE PICTURE FUNDS CONTROLLED BY KING DIFFICULT OBTAIN; O 
DCL HOWEVER, AS ARAMCO INTERPRETS BUDGET, KING AND ROYAL FAMILY on 

WILL HAVE CONTROL OF SR 400,822,677. INCLUDING PRIVY PURSE, . ae 
saci 235,921,961 ROYAL CABINETS, 5,221, 480 ROYAL GUARD 10,925,250 , 
nit NATIONAL GUARD 55,062,000 INTELLIGENCE 73a 16,360. SCHOOLS, LA 
USIA — ORPHANAGES AND HOMES FOR OLD- PEOPLE. ie PUBL IG oO 
CIA ALLOCATIONS, PROBABLY FOR TRIBES, 13,46 seh. i gaadloat oi 
OsD 39,028,264; FY. 1377 FIGURE TOTALLED SR 4 O 
ARMY IN’ VIEW OF ARAMCO ECONOMIST, ACTUAL REDUCTIOR” ae BE MORE 
NAVY THAN APPARENT BECAUSE MORE STRICT FINANCIAL CONTROL, MAY REDUCE 
ATR ACCESS OF ROYAL FAMILY TO FUNDS ALLOCATED FOR SUPPORT OF 

MINISTRIES AND OTHER SAG OPERATIONS. 

ALTHOUGH AUTHORIZED EXPENDITURES FOR PUBLIC ALLOCATIONS 

(PROBABLY TRIBES) APPEARS TO BE DOWN 150,000,000 FROM FY 

1377 FIGURE OF 192,000,O000MUCH DIFFERENCE LIKELY HAVE BEEN 

SHIFTED TO PRIVY PURSE. SAME MAY PARTIALLY ACCOUNT FOR 

REDUCTION OF FUNDS OF MINISTRY OF DEFENSE AND AVIATION 

FROM SR 280 TO 190,000,00. a 

FUNDS ALLOTED FOR USE OF SAMA TO "STABILIZE THE CURRENCY AND = 

TO REPAYSSOME-OF THE" DEBT" MAY BE INCREASED SOMEWHAT IF 1 & 

GOVERNMENT ADHERES TO ROYAL: DECREE PROVISION THAT ANYZAMOUNT 

IN EXCESS OF EST{MATED REVENUE BE PLACED IN GENERAL E tS 


THE JNION THAT ESTIMATE OF RECEIPTS FROM ot 
MAY BE UNDERESTIMATED SLIGHTLY. FIGURES 
UE FROM INCOME TAX AND CUSTOMS ARE CHARACTE JED 


AND.USED IN Be G PUBLIC DEBT,-FOR ARAMCO ECONOMISTS= 
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BY ARAMCO AS CORRECT INSOFAR AS CAN. BE DETERMINED AND FULLY 
COMPATIBLE WITH RESULTS OF PREVIOUS YEARS. 
ARAMCO CURRENTLY PREPARING. COMPREHENSIVE STUDY OF BUDGET. 
INFORMATION EXPECTED BE AVAILABLE IN’ TWO WEEKS. 
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In the review of this file this item was removed’ because access to it is 


restricted. -Restrictions on records in the National Archives are stated 





in general and specific record group restriction statements which are 
available for examination. The item identified above has been. withdrawn 


because it contains: 
ra Security--Classified Information 


[_] Otherwise Restricted Information 
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| Begin LIMITED OFFICIAL USE 


The manager of a foreign banking establishment told the reporting officer that 
rumors circulating anong the members of the banking commnity and in the markets 
place the total SAG debt at SR 920,000,000. The original source of the information (0) 
is reported to be a Saudi government official present during recent economic talks 


in Riyadh, the capital. 


It is further rumored that the government plans to pay off SR 230,000,000 of 
the debt during the present fiscal year. SR 92,000,000 is to be repaid in foreign 
exchange and the balance in Saudi Riyals. The reason for the split method of 
payment is attributed to a desire on the part of SAG’to limit as much as possible 
the inflationary effect on the local currency. 


End LIMITED OFFICIAL USE 
Begin CONFIDENTIAL 
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oe The above was discussed with the Manager, Netherlands Trading Society, 
and Al Khobar. He confirmed that the rumor was circulating and appeared 
to accept it as being well founded. He further stated that SAG owes the Netherlands 
Trading Society $35,000,000 that is due in five monthly installments, beginning in 
-April. The bank has received no information to the effect that SAG plans to delay 
payment; however, the SR 130,000,000 allocated to SAMA for stabilization of the 
currency and repayment of public debt is SR 1,250,000 less than the amount due the 
Netherlands Trading Society. 

The Economic Department, Aramco, has. also heard the rumor; but the economists 


are inclined to believe that the figure of SR 920,000,000 is an 
further check will be made by the reporting of, 
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Enclosed is a full-text translation of the Saudi Arabian Government Budget for 
Fiscal Year 1378/1379, a comprehen ave cum of, Official Stanenens, Assued by the 
and 


Presidency of the Council of Mi ording to Crown 
broadcast over Radio Mecea and a co Ary. al 
press conference. All slations iis 
Arab wine the a Eee and. re by 9 ral: 4 
to the ossit 
lations prepared by the Eubassy and thises prepared by Aramco. 
The Economic Division, Aramco, is currently preparing a comprehensive study 
of the new budget and expects to complete the work in two weeks; and an effort will 
be made to obtain copies of this study for forwarding to the Department as soon as 
TF Walter K.S - 
rs \_-—“ American Consul Generel 
Encl. 
Fall-Text Translation SAG Budget 
FY 1378/1379 made by Aramco. 
oO 
cc: Amembassy, Jidda = 
” 
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SAUDI ARABIAN BUDGET FOR 1378/1379 FISCAL YEAR | 


The Directorate General of Broadcasting, Press and Publications an- 


nounced the following Royal Decree: 


With the help of God Almighty; 
We, Sa'ud ibn 'Abd al-'Aziz Al Sa'ud; 
King of the Kingdom of Saudi Arabia: 


After reviewing the statements of the revenues and ee ee of 


the state for the fiscal year 1378/1379; 


And in accordance with the Council of Ministers’ decision No. 91, dated 


29 Jumada II 1377 (19 Jamary 1958) regarding the budget for the year 1378/1379 
(rendered) in aceordance with Article 37 of the Council of Ministers! Raat 
No. 38, dated 22 Shawwel 1377 (11 May 1958); ; 


And in accordance with what HRH the President of the Council of Ministers 


submitted to us; 


1. 


2. 


Have ordered the followings 


The estimate of revenues of the state for the fiscal year 1378/1379 shall be 
SR 1,10,000,000 in accordance with Statement No. 1 attached to this ‘order. 


The expenditures of the state for the fiscal year 1378/1379 shall be fixed 
at SR iia in accordance with Statement No. 2 attached to this 
order. 


All revemes shall contimue to be collected in accordance with the regula-~ 
tions and instructions (now) in force and shall be paid to the Saudi Arabian 


. Monetary Agency and its branches for the account of the Ministry of Finance. 


he 


5. 


6. 


Expenditures shall be paid by the Sandi Arabian eae Agency in accordanée 
with the budget and the instructions covering it. 


Any amount: in excess of the (estimated) revemes, and any amount saved from 
the expenditures as fixed in this budget shall be paid into the aan 
reserves of the state and used in paying public debts. 

The President of the Council of Ministers and the Ministers shall, each in 


his field, carry out this order of ours and notify all concerned to act in 
accordance therewith. 


(Signed) Sa'ud 
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STATEMENT NO. 1 


ESTIMATE OF REVENUES FOR THE YEAR 1378/1379 


SR 29), , 750,000 





he Castoms Duties 





28. Revermes from Previous Months . 16,000,000 
29. Carried Over (from Last Year?) 


TOTAL SR 110,000,000 ] 
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| stammener xo. 2 | 
_ ESTIMATE OF EXPENDITURES FOR THE YEAR 1378/1379 
Item Number | 
1. Privy Purse, ucla all expenses of the Royal Family, 













Sharhahs (Money Gifts), Guest Expenses, Transportation, 


Expenses, "Depataente of Special Affairs, House 
eee Vehicle and Equipment Allowances SR eo 
26 221 
336 of the Presidency of the Council of Ministers 37135868 
he ‘Secretariat of the Council of Ministers 2,506, 
be 1,586, 300 
Te 98,8 
Fe = > and Aviation 190, 250,000 
10. ‘tment of (Civil) Aviation 5,045, 
11. 5158, 
12. y of Education and the University - 108, 666,82 
13. istry of Commmications 107,355,971 
ly. fey of Agriculture and Locust Control 20,108 , 850 
+ ry of Finance and National Economy 38 683, 205 
‘i try of Health 59,617,005 
17. stry of Commerce "33872; 
18. 10,925,250 
19. {Guard 55,062,000 
20. niga bg nce 35 616, 
21. clary of the Hijaz and the Mutawwi's 13,120,880 
22. ary of Najd 5, 223,80 
23. of the Mufti (Religious) Institutes and 
mes, and Related Institutions 10,35), 292 
2h. tees a Public Morality in the Hijaz 
254 Public Morality in Najd 
26. and Muezzins in Najd and’ Dependencies 
27. 
28. 
29. 
30. 
31. Institute for Education and Industry 
32. Scho ges, and Holes for Old People ~ 
336 14 gatiens (for Tribes?) 
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(Comprehensive Summary) | 
OFFICIAL STATEMENT 


(Note: This "Official Statement" was broadcast over Radio Mecca to- 
gether with the budget. In his press conference, Amir Faisal said that it was 
issued by the Presidency of the Council of Ministers.) 


Wet 


e public may recall that the Government issued a statement on 

15 Dhu stgatien 1377 (2 June 1958) concerning the pressing financial crisis then 
facing the country as a result of unbalanced budgets and excessive spending. The 
Government announced in the said statement its determination to put an end to this 
perpetual budget deficit without resorting to borrowing, and to balance revemes 
and expenditures which allowing for a surplus of 155 million riyals to be repaid 
to the Saudi Arabian Monetary Agency. .The Goverment also pledged itself to pro- 
vide foreign currencies for importing necessities at the official rate of exchange. 
Now, less than six months later, the Government has honored its promises in full. 


Monet Debts 


The debts of. the Saudi Arabian Monetary Agency have been reduced by 
about 313.5 million Saudi riyals during the first six months of 1378. The re- 
duction consists of 197.5 million riyals which represent savings in the budget, 
and of 115 million riyals which resulted from SAMA's operations in the free mar- 
ket. This compares with 115 million riyals which, -it was hoped, would be the 
amount of budget saving for the whole year 1378. The Government made no recourse 
to borrowing and weathered the world recession ugscathed. The situation of the 
Saudi currency was indeed precarious, with SAMA owing more money than the meager 
covering it had for the currency in circulation. Now, the coverage has risen from 
14% in early.1377 to 51% in early Jumada 11 1378. Furthermore, local banks pro- 
duced claims of 70 million dollars which they provided in dollars for importers 
who were issued import permits by the Government. SAMA has now reviewed all these 
claims and paid those which were due. Only 16 million dollars are left now, and 
are to be paid in due time. With this great progress, we have seen the dollar 
exchange rate drop from six riyals and four girsh to five yale and four girsh 
to the dollar. 


Foreign Currencies and Import Affairs 


The Government has honored its promise to provide foreign currency at 
the official rate for imports of necessities, such as foodstuffs, soem a 
clothes, and production equipment. Order has replaced chaos in importing, and 
foreign exporters have regained confidence in SAMA's ability to pay the foreign 
currencies needed when due. The Government has issued in the first six months of 
1378. about )O million dollars at the official rate, an amount well sufficient to 


meet the country's needs for necessities. As a result there has been a conspicuous 


drop of 15 to 20% in the prices in local markets. This is due to an improvement | 
the riyal exchange rate and a corresponding improvement in the mapas purchasing 
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The Budget 


The Government has decided to start the fiscal year at the beginning 
of Rajab instead of Muharram, because government employees will be preoccupied 
with pilgrimage affairs in the months preceding Muharram and because government 
offices will then be moved to the Western Province in Dhu al-Hijjah. The 
Govermment has been able to study the budget in detail and to issue it on 
time for the first time in the history of the country. Expenditures include 
55 million riyals devoted to public (development) projects which do not include 
various ministries’ projects such as the construction of new roads, hospitals, 
and schools. A list of those independent projects will be issued in the near 
future. The Government will continue to fight excessive spending, and will 
devote more funds for public projects only after the currency has been completely 
stabilized and consolidated. Experts are of the opinion that the present al- 
location for development projects is the maximum that can be allowed without 
endangering the currency stabilization program. Expenditures also include 130 
million riyals which are to be paid to SAMA in monthly installments to stabilize 
the currency and to repay some of the debt. The Royal Decree provided that all 
budget savings and all reveme surplus will be paid into the general reserves 
and be used in repaying public debts. It is hoped that the budgeted amount of 
130 million riyals plus the savings to be made will enable the Government to 
stabilize the riyal permanently at a rate that suits the economic situation of 
the country. It should be noted that the budggts of the Ministries of Health 
and Education and- the other Ministries that deal directly with the public have 
been increased. On the other hand, HM the King has ordered that the budget of 
the Privy Purse be reduced as much as possible. The present budget of the. 
Privy Purse reflects a large reduction this year. This was made possible only 
by the devotion of His Majesty and the members of the Royal Family, and their 
desire to help the people to achieve happiness and progréss. 





LIMITED OFFICIAL USE 


Page 6 _ of 





LIMITED OFFICIAL USE| = Encl. No—_1__ 
- (Classification) Desp. No._300__ 
From_AmConGen, Dhahran — 


(COMPREHENSIVE SUMMARY ) 
AMIR FAISAL'S PRESS CONFERENCE 


(Note: The following is a summary of Amir Faisal's press conference 
as reported by Radio Mecca on 15 Jamuary.) 


HRH Amir Faisal, President of the Council of Ministers, responded to 
the requests of the Saudi press by hélding a press conference at his office in 
Riyadh on Wednesday afternoon. The conference was attended by HRH Amir Fahd 
ibn 'Abd al-'Aziz, the Minister of Education; HRH Amir Sultan, the Minister of 
Communications; HRH Amir Mish'al, Minister of Staté; Amir Fahd ibn Sa'd; and HE 
Shaikh 'Abd Allah ibn 'Adwan, -the Minister of State for Finance and National 
Economy Affairs. Shaikh 'Abd Allah Balkhair, the Director General of Broadcastir , 
Press, and Publications, introduced Amir Faisal to the editors-in-chief of the 
various Saudi papers. (No representative for al-Adhwa was present). 


The conference was opened by Amir Faisal who said that he had nothing 
new to discuss, but held the conference at the persistent request of the press. 
He referred his audience -to the official statement issued with the budget and 
pointed out that mich progress has been achieved. "This is not to say", Amir 
Faisal added, "that we have solved all our problems; but I can say that we have 
passed the stages of danger and chaos". His Royal Highness continued by saying 
that it is within the Government's means to restore the riyal to its official 
rate, but that this would hurt the public. It is in view of the general good, 
he said, that the Govermment has decided to do things gradually; so that every- 
dealing anticipate the improvement in the riyal rate of exchange in business 

Se 


The editor-in-chief of ‘Arafat asked about the nature of the 51% — 
covering of the Saudi currency. Jmir Faisal said that it is a combination of 
gold, silver, and hard currencies. In answer to another question by the same 
editor, the Amir stated that in the near future the Kingdom of Saudi Arabia 
will increase its subscription of ten million dollars in the International 
Monetary Agency to 80 or 90 million dollars. His Royal Highness was asked if 

' the Government has any plan to increase its income tax on oil, now that 
Venezuela has increased its tax from 50% to 60%. "I cannot talk about this in 
figures now," Amir Faisal replied, "but I can’assure you that the Government - 
is working towards improving its lot in every respect. We are sparing no effort 
to improve the circumstances of the country." 


The subject was changed when the editor-in-chief of al-Nadwah asked 
Amir Faisal to permit the opening’ of clubs to train young men in public speaking. 
Training young men, Amir Faisal said, is a job forthe Ministry of Education. 
-"It is not a matter of wards and public speeches," he added, “but a matter of 
goals and missions. We do not forbid anyone from speaking in public, but restraint 
is advisable if we are to avoid the pitfalls of over-enthusiasm." 





ed by the editor-in-chief of Hira if Saudi ine cemacei could receive subsidies 
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After answering a question on the streets of Mecca, Amir Faisal was 
ask 
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from the Government as is the case in other countries. Amir Faisal made this . 
reply: "You should first get yourself organized, and then I will do everything 
possible for you. I have asked you to merge your papers in order to raise their 
standard, but you are still disagreed. I do not wish to impose anything on you, 
but I hope that you will reach an agreement for your own good and that of the 
country." 


In answer to a question on the flight of capital from the country, His 
Royal Highness said that the Government has already studied the matter and de- 
cided that if the necessary legislation to stop this flow was adopted, capital 
would continue to be smuggled from the country by illegal means. Instead, the 
Government decided to concentrate on developing and consolidating the national 
econoay through careful planning, hoping that this will not only stop the flight 
of local capital but will act foreign capital as well. In this connection 
the representative of_alYamaimah asked about the possibility of employing Saudis 
in the recently estab uittee for Economic Development. Amir Faisal 
said that he is now in the course of studying the names of Saudis with speciali- 
zation in this field. Qualified candidates will be chosen to look after the 
interests of the country. 











an economic bayeott of Fratioe. Fa ‘replied that . ; 

the first country to fulfill its ity i he irab countries unanimously decide 
upon such a boycott. An inquiry about the details of the recent talks with. 

Mr, Hammarskjold was countered by another from Amir Faisal, who wondered if it 
is in the public interest to reveal these details. When al Buraimi was mentioned, 
His’ Royal Highness cited the Arab saying that "No right is lost if one is behind 
it-(to seek its restoration)". He assured his audience that no compromise will 
be contemplated and that not'an inch of Saudi Arabian territory will be given up. 
On the Algerian question, Amir Faisal said that Sandi Arabia led the fight for 
Algeria in the United Nations, where much progress has been made. However, he 
added, the UN serves only as a forum for opinion and for securing moral support. 
The eventual outcome will depend on the arms of the Algerians who are actually 
fighting. 


In answer to other questions, Amir Faisal said that the Ministry of 
Interior's. budget includes funds for improving conditions in the nation's 
prisons.. In the past few years the Government has done a great deal for the 
farmers of al-Hasa and for the Bedouins in general, and it will do a lot more 
in the future. Asked if he has any plans relating to the new Labor Regulations, 
Amir Faisal restricted his answer to pointing out that there are great differences 
between the labor conditions of a few years ago and those of today. "Our brothers 
in the Eastern Province," he remarked, "realize the extent of this asain ieee 









‘The. hour-long conference was_coneln with a question and an answer on 
development projects for Medina. It was sunset then, and all proceeded to per- 
form the sinset prayer at the mosque of the Council of Ministers. 


= os 7 


LIMITED OFFICIAL USE | 


INCOMING TELEGRAM  Departmeni of State 









yl 


inna Trane vocrerre nn nnn Oc nCretr> cri nT nnn eee eer mene egnenae enene eeeemeeneeetieueeaeseneneeteeneiaendieiataeeiaeenemmmmadiiemmnmmemiemmemenmemedaemienentmmenmeeemmeeEREnEEEE 


35 


Action 


Info 


PERMANENT Clas 
RECORD-COPY ¢ This copy must be 


2 
Classification Control: 12162 z 

Reo’d: . January 22, 1959 g 

3:37 a.m = q 

FROM: Jidda ar i 


TO: Secretary of State 


NO: 655, January 21, 3 p.m. 





SENT DEPARTMENT 655, REPEATED INFORMATION DHAHRAN 333 © 


Zaki Samd, IMF adviser SAG, confided views. SAG budget 


Embassy Eeqnomic Officer while. transiting Jidda en route 
Caira, "cance arriving Wawhingten February 7, 1959. 


"Official" reductions royal family expenditures to 236 million 
riyala in publiahad budget 33 million legs than previous year. |) 
Fact is reductions much larger. King and Princas spent enormous — 
gums beyond official budget allocations last year by unauthorized”! 
spending of SAG funds and borrowing from bankg. 80 million © 
riyal King's debt not in budget and determingtion whether state 

or personal obligation mugt be worked out between King and 

Prines Faisal. Exceanive spending so great Saad said "did 

net dare mention amount." Cited $25 million Netherlands 


many gopholas and Papi ‘ineursions fgmily inte state funds 
BY ante cage” age grere a7hgee which ape grad wall 


wtatherin ab do not hava Cea cal gn implement many 
(égraue and fingneial repr: tatives economy conscious, ,”’ 
tential savinga likely. oy 


ted items as 39 million riyals "unexpected emergencia 
gr es of another Mecca fire," revert SAMA for at@pil 

eta, and debt payments and gavings likely other, Mind # 
in particular 60 Pv! S PROM 









CONFIDENTIAL 


-2- 655, January 21, 3 p. Ms 9, Nicaea Jidda 


in particular Ministry bandas Checks indicate eoipiites 
habitually leave about 10 percent allotment unexpended. 


Saad attempted convince Prince Faisal desirability even larger -- 
cuts royal family, abolishing ineffectual White Army, slashing 
religious expenditures and "traditional payments" which have 
outlived their usefulness. While appreciating political 
difficulties involved which made further cuts this year 
impossible, Saad believes reductions these "useless" spendings 
inevitable as budget system and other advances toward modern 
government methods take hold. Prince Faisal receptive additional 
cuts but wishes advance cautiously and King and Princes have 
awareness, although frequently dim, of need for self-correction. 
Saad believes encouraging Council Ministers now discussing 
"agreement" prohibit payment of salaries to Princes born after 
certain date... 


> ory 


Turning revenue side budget Saad said was accurate. Major 
adjustment made was reducing estimate of oil royalties by 
80 million riyals. 


Saad concluded saying hoped detailed budget would be compiled ” 
next year but current budget although sketchy was factual and | 
achievable. International Monetary Fund called in when house 
was burning down and fire has been successfully put out although 
many smouldering embers remain which must be discovered and _ 
extinguished. 
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H While expressing satisfaction with progress financial reform 

E program, IMF advisor Zaki Saad told me yesterday the deflationary 


DCL policies in the program admittedly stymie economic growth and 
restrict commercial activity unduly. Severe tontrols needed 
because ARAMCO had been unreceptive to Saad's request for - 
liberalization of tax acceleration, payments. When modest 
two_month 1 tote tak SAG-ARAMCO discussions ° 



















sais hanes 


8, a remark d "company not 
stabilizing agency’ This attitude created cons: derable 
antagonism SAG Seed company. Saad believes ARAMCO assign- 
ment system, which requires SAG pay $5 million interest per 
annum on assignment debt, improper. Hopes bring matter up 
again and gradually develop system more favorable SAG. Interim 
possibility ease pressure on reform program would be USG 
stabilization loan $30 million. ‘Department | may wish discuss 

is matter with Saad following his return Washington about’, 


7 ip 7, 1959. 
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supsect: Prince Faisal's press conference on the occasion 0 7H Spapenelye the . se te 
budget, January 14, 1959. ey Fe 

et Py A - = . 

Qn the eccasien ef the public issuance ef the leng delayed Saudi anmal budget | 
en Jamary li, 1959 Crewn Prince Faisal held a press conference in Riyadh which re- 
vealed mere about the ceuntry's internal situation and his ceuntry's pelicy teward 
Algeria than abeut the budget. Faisal teek the pesition that the budget was publish- 
ed in sufficient detail te speak fer itself and needed ne elaberatien frem him, 

tha he emphasized the impreved ecenemic pesitien ef the country reflected in the 

suanioe ef the budget. Altheugh it is clear that Faisal has deubts about the value 
ef press cenféerences, he censented te this ene at the insistence ef the Saudi press 
and se far as the Embassy is aware it is the first ene in which ether members ef the 
Cabinet participated. As this exchange with the press reveals many ef the Saudi 
Gevernment's views en current develepments, particularly its eppesitien te youth 
erganizations, i.e., pelitical erganizations, a translatien ef the full text ef the 
press cenference is enclesed. 





Highlights ef the conference: 


pI "We will be the first te respend te this duty if 

“€ decide en it", Faisal said, indicating that King Saud's 
prepésal of this measure ‘in suppert ef Algeria te Secretary General Hanmerskjold (in 
their January 5, 1959 talk) will be fellewed by Saudi Arabia enly if decided upon by 
the Avab League. 


Faisal claimed that Saudi Arabia led etferts te include Algeria en the 
/a8 it leads the campaign te help the Algerian "patriets", and that Algeria 
won a meral victery in the General Assembly even theugh it failed te get the required 
twe-thirds majerity. The UN is enly a meral ferce which makes recemmendatiens while 

the “real thing tewhat Algerians achieve with their arms*, 





omic beye St ef France: 


6Scec-1/01 *V988 





Bureaimiz: Saudi Arabia will net abanden even a "small part of its hemeland", 


: When a reperter asked Faisal whether the Gevernmment had plans te increase 
the inceme tax en eil fellewing Venesuela's’ lead in increasing its.tax te 60% "while 9 
we here receive enly 50%," Faisal replied, "I cannet give exact en. at tan 
n* 






but I can assert that the Gevernment is preceeding te impreve condit oO 
fields", 


JMLerd: ab OFFICIAL USE ONLY 


———\.~ 2p REPORTER 
\d ACTION COPY — DEPARTMENT OF STATE - 


The action office must return this permanent record copy to DC/R files with an endorsement of a: 


> 


x he 





| | Page & _of 
OFFICIAL USE ONLY Encl. No. 
(Classification) _ Desp. No.2 

Fro 








| : Faisal flatly rejected a prepesal by Nadwa's editer te erganize site 
(p: in Saudi Arabia) te prepare Saudi yeuth in public speaking fer the 
time when a “real need arises", claiming these whe prepese such clubs failed 
te distinguish between ends and means. Faisal peinted eut that speech training 
ceula be achieved by the Ministry ef Educatien witheut clubs, which might be used 
fer purpeses ether than the feunders intended and might net be in the public 
interest. The prepesal te ergamise clubs has recently appeared in several news- 
papers but this is the first current high-level statement eppesing them. A number 
ef Saudi intellectuals desire clubs as an epening fer. pelitical discussien greups 
which might later beceme parties. Faisal and the ether Ministers’ flat rejection 
ef this prepesitien is evidence, if sny is needed, that the Saudi Gevernment will 
centinue te maintain an authoritarian regime limiting freedem ef expressien. 





: Faisal stated his disappeintment that Jidda and Mecca newspapers had 
net able te agree en terms fer follewing his suggestien te cembine inte ene 
paper fer each city. He said he did net want te ferce anything en the editers, 
but he wanted them te agree as brethers te unite and ceeperate se as te raise their 

erest. (A later press repert states that immediately 

ference Prince Sulten ibm Abdul Asis, Minister ef Comamications, 

vision ef negetiations and immediately established an atmesphere 
« As a result ef these pressures frem Faisal and Sultan the 
editers agreed upen merging betere leaving Riyadh.) 
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1. ‘Text ef press cenference with Faisal. 
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‘Hira (Mecca daily), Jamary 17, 1959: 


Important Declaratien ef, His Reyal Highmess Prince Faisal, 
President ef the Ceuncil ef Ministers, at 
His Press Cenference in Riyadh 


His Reyal Highness Prince Faisal, President ef the Ceuncil ef Ministers, was 
kind enough te respend te the desire ef the Saudi press te meet His Highness upen 
the issuance ef the’ state eo ang erder te talk te His Highness abeut it, and 
abeut seme ether impertant - He held a press cenference at His Highness's 
effice at the Ceuncil ef Ministers in Riyadh, at 5:00 p.m. em Wednesday, January 
1ys 1959. There happened te be in His Highness's effice their Reyal Highnesses 
Prince Fahd ibm Abdul Asis, Minister ef Educatien; Prince Sultan ibm Abdul Aziz, 










Minister ef Commnications; Prince Mishaal, Mini ef State; Prince Fahad ibn 
Saad, and H.E. Shaikh Abdullah ibn Adwa Mimister ef State fer er es 
Eoenemic Affairs. HE. Shaikh ah Balk Directer r dete ef Breadcasting 


After they were seated, and cepies ef the Reyal ‘feu and the state budget 
fer this year were distributed te them, Prince Faisal began his speech saying: 


"In fact I have wabcing new concerning eur public affairs, but I respended 

te yeur insistent request te meet. me when the budget is issued. I have previeusly 

stated my epiniens about eur public affairs. We have eperated in the light of 
what we decided last year. This werk ef eurs is considered a continuation ef 
plans which we made last year fer the handling ef eur financial affairs. We praiz 
Ged whe helped us te achieve all that we have premised. I de net want te repeat 
what I have previeusly said on that subject, because all that I have te say at 
present is included in the efficial statement which was issued by the praaasaiay 
at the Ceuncil ef Ministers toaay.* 


“But I weuld like te assert here that eur financial situatien is (new) 
different frem what it was in the past. Praise be te Ged, it has beceme strenger 
and mere centralized and stable." ; 


fficulties. We thank 


The efficial statement which 






gevermment's dei age apt ogpiaregh onal 
te the rate) ef i the statement dees net include 


all the details, but it is 
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peeple. It is eur dity te repeat eur thanks te Ged Almighty fer eur success fer | 
it weuld net have been pessible fer us, witheut Ged's help, te face the difficul- | 
ties which we have fated. These whe live here hardly netice this, but those 
arriving frem abread knew it well eneugh and feel it very clearly." 


His Highness Prince Fahad ibn Abdul Aziz, Minister ef Educatien, interrupted 
at this peint, saying: 


"Ameng the things that indicate an imprevement in the ecenemic situatien ef 
the ceuntry is the fact that the currency has returned teward its natural value, 
and that fereigners are selling great quantities ef dellars and peunds sterling 
inside the Kingdem. That gives a clear idea ef the imprevement ef ecenemic cen- 
ditiens. 


Prince Faisal resumed inks speech and said: 


"It is within the pessibility ef the gevermaent at present te restere the 
riyal te its efficial rate witheut sustaining amy less, but the peeple themselves 
weuld be the lesers if anything ef that sert were dene." 


"It was in the public interest that we decided te act gradually, se that 
everyene knews the extent ef imprevement of the riyal rate, and can calculate en 
that basis their commercial transactiens. " 


t's editer then said that while there is a 51% backing fer the currency, 
the 8 dees net specify the types ef backing, whether geld, silver, er 
fereign currencies. 


Prince Faisal answered that the backing is fermed ef geld, silver and foreign 
currenci es. 


Arafat's editer centimed kis questiens saying: “The gevernment has previeusly 
anneunéed that it participated im the International Menetary Fund te the ameunt 
ef $10 miliijen, and by amether $10 millien in the Intermatienal Develepment Fund, 
se that eur currency ceuld beceme international. We hepe that Yeur Highness will 
explain this matter fer us". 


Prince Faisal said: "We cannet say at present that eur currency will seen 
beceme an intermatienal currency unless we stabilise it. I de net want te give 
the citizens false hepes. We hepe that the peeple realize this themselves. I 
always like te say ‘we have dene', net 'we shall de' *. ‘then Prince Faisal 
said: "The time will ceme when the Kingdem participates net enly te the ameunt 
ef $10 millien but te $70 or $60 millien. This is alse considered a backing ef 
ie Snes SEE That will be seen, if Ged wills". 


Prince Faisal was alse “vene whether the gevermment has.a plan fer increasing 
the inceme tax en eil, after Venesuela's increasing its tax te 60% while we here 
receive enly 0%. His Highness mswer “I canmet give exact figures*at the 
mement, but I can assert that the gevernment is preceeding te impreve cenditiens 


in all fields. We spare ne ee ee eee ae ee ee 
the ceuntry". 
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The cenversatien was changed te anether tepic when the editer ef Nadwa 
requested His Reyal Highness Prince Faisal te permit the epening ef clubs te train 
eur yeuth in making speeches, se that when a real need arises eur yeuth will be 
familiar with standing en public platferns. 


Prince Faisal answered that this matter dees net require feunding clube. 
Undeubtedly LRH Prince Fahad, Minister ef Education, has taken this peint inte 
consideratien with regard te scheels amd education. Prince Faisal added that eur 
fault is that we hang te names emly witheut leeking fer geals and results. The 
mest impertant thing is te arrive at the geal itself. p 
At this peint Prince Fahad discussed this type ef scheel activity and said: 


"We are prepared te undertake anything in the ceuntry's interest, and Yeur High- 
ness enceurages everything which is in that interést". 


Prince Faisal continued: We prevent ne ene frem delivering a speech, but 
the matter is net a matter ef talking er speech but is a matter ef ebjeative and 
” geal. Coven eres Bet be iget Guat for vinees not in thé Renita 18ebseet. Yeu 
may still think me conservative rapid pregress, but I want te prevent 
falling inte errer. Such subjects | be studied wisely by apprepriate authe- 
rities se they de net. beceme a cause oF lace to Ctr, er used, fer segething 
which they were net feunded fer". 


"Yeu are, by this, aiming at public educatien. Undeubtedly, seme peepile 
weuld ceme aleng whe weuld net realize the meaning ef these aspects, and weuld 
misuse it.” 


Then the discussien turned te the repair ef Mecca's streets. The editer ef 
aera talked abeut the slewness ef the preparatien ef the mimicipality's budget, 

gees back and ferth between Minicipality and the Municipal Ceuncil, and | 
beaned His Highmess's final werd te give en this subject in erder te expedite 
stree repair. 


Prince Faisal answered: "I cannet say that I am able te create the in- 
pessible befere the image) seagen. This dees net excuse the Municipal 
Ceuncil and the Capital's Municipal frem the respensibility. These are 
excuses te get rid ef respensibility. The Capital's | ipality sheuld make a 
oa ot ef its prejecte and submit them te appropriate autherities. Then we shall 
carry them eut. ‘There is new a committee formed ef (representatives ef) the 
Ministry ef Interier and the Ministry ef Finance (fer) the distribution ef shares 
ameng mmicipalities fer such purpeses. * 






tae 





The editer ef asked whether Saudi jeurnalists will be granted privi- 
leges which enable te achieve their mission as they are in ether ceuntries. 


Prince Faisal answered: "Orangise yeurselves first and ceeperate ameng 
yourselyee 1m Sie. puss® teaeuetie 2) 1 seh) do. fon pe a ee a 
asked yeu te agree upen Bg yeur papers, which will strengthen them 
raise their standards, but yeu are still in disagreenent. TEEN like to ablice 
yeu te de anything, er te issue cempulsery erders te yeu in yeur private affairs, 
and I fear te ferce a thing en yeu which may net be in the interest ef seme ef yeu 
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| m Therefere I weuld like yeu te agree, as brethers and as a family. In this os 
are blessed by Ged, but we de net kmw hew te thank Him fer it. Yeu need te 
unige ad Coomibabe. Ged's aid is with the united party. Take up the public 
interest, as the ebjective ef the press". 


Here Prince Fahad, Minister ef Educatien, talked abeut the pregress achieved 
by the ceuntry in all fields. He said, "Our brethers the journalists sheuld sped 


highly im their newspapers abeut these fields and especially eur ecenemic advance- 
ment", 


‘The editer ef asked him anether question abeut the great ameunt ef 
(Saudi) capital abread. He said: "Why dees the gevernment net issue a 
regulatien that induees eur capitalists te invest their meney inside the ceuntry". 






we net 





Age vy strean fren abresd fer eur 





On the eccasien ef the discussien ef ecenemic expansien the 
pendent inquired whether it was net mere suitable te utilise Sa 
Ecenemic Expansien Ceuncil which was seal recently. 


Prince Faisal answered: "The Ceuncil of Ministers has previously decided 
that, and I am at pres®nt studying a mmber ef names ef Saudi experts fer this 
purpese. I have requested more names. When I have enough ane names befere me, 
these men will werk fer the interest ef the ceuntry". 


cerres- 
in the 













When ene ef the twe owners ef Li-Khali¢e al~A2 abi asked His Reyal Highness 
abeut the actien which the ¢g ab nt will take the cultural and physial 


Res qe dad 3 
te take wide ph 29 in this oodiuaaceri and yeu may 
be betwee ee aoe in. ‘these years 


ighapet’ chan aimDAiicd = GUumEEN es to" win by tae mtative ef Al Madina . 
regarding the necessity ef beyeetting France ece ° 


Prince Faisal said: "We will be the first te respend te this duty if the 
Arab States cellectively decide en it*. 








When Prince Faisal was asked abeut the details ef the cenversatiens that 
His 


teek place bet we and Mr. Hammersijeld he inquired: "Is it ef 
a ee 








mentioned Prince Faisal said: "Ne right is lest as leng as it 
"We ain't Caibuin with oor rigtts and we will not abanden even 2 small 


is demende 
he es “eur 1 i", 
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When Prince Faisal was asked about the st@ps the gevernment will take to | 
impreve the conditien ef prisens in certain parts ef the Kingdem His Highness | 
replied: "The current budget includes a preject fer raising the standard ef 
prisens". 


Prince Faisal was then asked about the new Laber and Wefkers' Regulatiens and 
what prejects His Highness had in cennectien with these regulatiens. He replied: 
“If we cempare the cenditien ef the laberers previeusly with their cendition today 
we see a great difference. Our brethers in the Eastern prevince knew the extent 
ef this develepment. The gevernment has done all that fer the sake ef the people". 


The editer of Al- i asked abeut the steps taken by the gevern- 
ment te impreve agric eC ens in Al-Hasa. Prince Fanad replied: "When 
I was Acting Minister ef Agriculture I asked that full studies ef the agriculturel 
prejects in Al-Hasa be made. I believe that the Ministry ef Agriculture will 
present many prejects after carrying eut full studies ef this subject. 


When the editer ef Al asked His Highness the Prime Minister abeut the 
intentien te industrialize dem and whether or net there is an intentien te 
establish a separate ministry ter industry er a jeint ministryk Prince Faisal 
said: ."The intentien exists but it is a Questien ef the availability ef men with 
scientific qualifications. The gevernment is anxious te give prierity te the 
better and the mest impertanmt things". 


Here the discussien turned te certain fereign affairs when the representative 
ef Al i put a questign te Prince Faisal regarding whether er net it was 
pess r the UN te secure freedem and independence fer Algeria, with regard te 
' the Arab States! efferts te include Algeria's case in the agenda ef the UN. Prince 
Faisal replied that the reselutiens;: ef the UN are enly recemmendatiens. The 
Kingdem ef Saudi Arabia led the campaign far Algeria and fer including its case in 
the agenda. We will de eur utmest te this end. Prince Faisal then said that the 
question was net a questien ef including the case of Algeria in the agenda since 
it was incluaed befere, and the Saudi Kingdem had made a geed effert in this 
cennectien. Altheugh the last reselutien did net gain twe thirds ef the vetes, it 
gained a great erity in the committee and in the General Assembly, a matter 
which is censidered a great gain fer the case ef Algeria and a preof ef the werld's 
sympathy fer eur patriet brethers there. 


When mentien was made ef the war ef annihilatien waged by France in Algeria 
Prince Faisal said: “The United Natiens is actually nething but a meral ferce; 
the real thing is what the Algerians achieve by their own arms*. 


The discussien was shifted to Medina prejects as the cerrespendent of 
Al Madina referred te the necessity ‘ef extending the main street, and the werk 
cencerning the bridge which connects Jidda Read te Medina. 

Prince Faisal answered that many ef these things will be tulfilled by the 
new budget which was amneunced this afterneen. His Reyal Highness Prince Sultan, 
Minister ef Cemmunications, said that there are many prejects se far in the 
executien stage. The gevernment is deing its utmost te de its duty in werking | 





oo ee 
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| fer the general national revival. 
The newspaper cerrespendents thanked His Reyal Highness Prince Faisal fer 


this valuable speech. It was 6:00 p.m sun time. Se Prince Faisal left, fellew- 


ed. by the rest, te make the evening prayer in the mesque ef the Ceuncil ef 
Ministers. 


End 
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INR Amsterdam Director Netherlands Trading Society and Manager* Oo) 
EUR Dammam Branch in Jidda for discus$ion postponement repayment > 
E Society loan $25,000,000. to SAG. According local source, a 
TRC original itinerary Director called for visit Dammam before O 
DCL going Jidda, but change result SAG desire for conversations. a 
Further local source expressed opinion conversatims be concluded — 
CIA before week end with agreement on postponement. 1 
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of the new import regulations established Decree 39 of May 31, 1958 

(See Enbassy Despatch Noe 25, June o i980) which moved many commodities to 
the free market and limited official exchange outlays to $0 million for 

a period of six months. (Official exchange requirements averaged $18 
million a month before the new import syatem was established.) Official 
imperts maintained price stability and alse made fereign exchange available 
which enabled the SAMA to strengthen the riyal by injecting dollars inte 

the free market. 


The efficial statement concluded by promising allocation of funds for 
ee projects after the stabilisation pregram achieved its objective. 
The King and the Royal Family are commended fer accepting reduced allotments 
which will assure success ef the reform program. 
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all its details were carefully scrutinised. 


The most important peint in it is the great decrease in the Royal 
allecation.e His Majesty has ordered. the decrease in this allecation, and 
His Royal Highness, may God preserve him, has, with his family, rr vig * 
great part of his allecations. Investigation is still. 
and means of reducing yearly allewances and personal allecations, peng lel 
beth members of the Royal Family and others who receive in many cases sums 
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: FOREIGN SERVICE DESPATCH 
FROM : American Consulate General, DHAHRAN 


THE DEPARTME 





DF STATE, WASHINGTON. ‘ 





oD 
SUBJECT: Arabian American Oil Company ‘aes iaigeis of Saudi Budget for 1378/79. 0) 
> 
| Enclosed is the text of an analysis of the Saudi Arabian Government budget | os 
for 1378/79 prepared by the Economic Department, Aramco, Appended to the analysis oO 
‘are attachments providing details on the following subjects: ~~ 
SAG Estimate of Revenues for 1978 /194 
SAG Estimate of Expenditures for 1378/79; Ol 
Comparison of Selected Portions of SAG Budget for 1377 and 1378/79; and ol 
SAG Debt. Te) | 
The Consulate General concurs in the opinions expressed in the Summary 
and Comments section of the enclosure. - 
The Consulate General, in compliance with the expressed wishes of Aramco, 
requests that the contents of this despatch not be disseminated foreign 
nationalse / : | 
Az Ke = i. } | 
American Consul General xo 
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ce: AmEmbassy, JIDDA 





REPORTER 








| ce = Page 1 _ of 


CONFIDENTIAL — Bed. Now de 1. 


. °" (Classification) =” Desp. No.___315_ 
. From_AmConGen, Dhahran _ 
Dhahran , i 
January 26, 1959 , 


SAUDI ARAB GOVERNMENT BUDGET 


FOR 1378/79 


On January 1 the Saudi Arab Government made public its budget for the 
fiscal year 1378/79, January 11, 1959 through December 30, 1959. This is the 
first SAG budget to be-published at the beginning of the period to which it is 
to apply, an achievement devolving from the decision to begin a fiscal year at 
the beginning of Rajab, the sixth Hijrah month, "because of preoccupation with 
pilgrimage affairs at the end of the (Hijrah) year". Since the last budget was 
for the year 1377, there is no budget for the first six months of 1378. 


Our analysis of the budget is divided into the following sections: 


Summary and Comment 

Revenues 

Expenditures 

Omissions 

Lesser Questions 

Attachment I: SAG Estimate of Revenues for 1378/79 

Attachment II: SAG Estimate of Expenditures for 1378/79 

Attachment III:Comparison of Selected Portions of SAG seein > 
_.. 1377 and 1378/79 

Attachment IV: SAG Debt 


Summary and Comment 


The budget for 1378/79 is balanced at SR 1,110 million ($373 million) with 
11.4%. of the expenditures (SR 160 million - $43 million) set aside for debt re- 
tirement.: Revenues have been estimated realistically on the basis of established 
income patterns, and earnest SAG hopes for extraordinary income in 1378/79 are 
not reflected in the budget. Expenditures clearly have been designed from the 
point of view of the general welfare. There are substantial recictions in the 
sums to be allocated to defense and "mi scellaneous/emergency" » equally notable 
increases in the sums to be apportioned to Government agencies serving the public. 
The budgets of the ministries of Education and Health, for example, have been 
increased by 25 and 33% respectively, a total increase of SR 36.6 million or 
$9.8 million. Perhaps more important fram the point of view of modern govern- 

' ment, the expenditures of the Privy Purse appear to have been identified and 
consolidated for the first time in history. The SR 236 million ($63 million) 
allotted to His Majesty is three times the sum allegedly used by him under the 
last budget, but probably only about 10% of his annual rate of actual expendi- 
ture two years ago. These budgetary refinements, coupled with the present desire 
of SAG to adhere to budget limitations, give every reason for hope that the Saudi 

| Arab Government is ERE: apon a new, salutary era in public administration. 
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Revenue 


Ninety per cent of budgeted revenue is to be derived from oil, income tax 
and Customs, as shown in Table I. Since virtually all of the income tax is paid 
by or through Aramco, it is reasonable to estimate that four-fifths of SAG's 
income stems from oil. In the 1377 budget this portion was 83%. The part of 
SAG's net income which is derived from oil is higher than these figures, since 

. the.entry in the budget for oil income is a net figure but other revenue entries 
are in gross terms. (For example, revenue from SAG airlines is said to be SR 2) 
million, but the expenditure on the airlines is estimated at SR 35 million. Thus 
en undertaking which apparently is losing money seems, from the budget revenue 
estimate, to be income=-producing.) 


Table I I 
SAG ESTIMATE OF REVENUE FOR THE YEAR 1378/79 
Amount Percentage 
(In millions of 
SR) 
Oil revenues 29075 (2069 
Income tax 850.25 60.3 
Customs 120.00 8.5 
All other sources of revenue 145.00 10.3 
TOTAL 1,110.00 100.0 


The realistic nature of the 1378/79 budget is underlined by the fact that 
the SAG estimate of revenue from oil and income tax closely approximates our 
estimate, despite the decrease in Aramco's forecast offtake from figures with 
which SAG initially must have worked. The Economics estimates in Table II are 
based on the current production target of 1,015 thousand barrels per day, a 
forecast which well may prove conservative. Examination of the SAG estimate 
indicates that while SAG appears to have underestimated royalty and overestimated 
income tax payments, the total of these two figures is very close to the 1 conomics 
estimate. The SAG estimate is slightly high if 1378/79 is compared with 1959, 
slightly low if the 1959 figures are adjusted to account for the eleven day » 
difference between the Gregorian and the Hijrah years. 


| Table II 





hd millions of prc peaty 


Economics SAG Budget 


1. Aramco royalty, 1959 81.5 
2. Getty Oil royalty, 1959 . 
3. Total royalty, 1959 Wel 
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4. Estimated royalty, 1378/79 (line 3 x .96986) 87 eh 

5. Arabia Oil Company rental | le 

6. Oil revenue, 1378/79 (sum of  & 5) 85.9 78.6 
7. Aramco tax payable in 1959 on 1958 incame 138.3 

8. Aramco tax payable in 1959 on 1959. income The3 

9. Aramco employee and Servorg taxes, 1959 3.5 
10. Other income taxes (estimate) 8 
11. Income tax due 1959 (sum of 7-10) © 216.9 
12. Income tax, 1378/79 (line 11 x .96986) 210.4 226.7 
13. Income from royalty and income tax, 1378/79 2993 305.3 
14. Income from royalty and income tax, 1959 

- compared with 1378/79 308.5 305.3 


With regard to Customs, the other large revenue item, the SAG estimate of 
SR 120 million also is realistic. It would mean imports for the year to a value 
of about SR 860 million as compared with actual 1377 imports of SR 867.7 million. 


ditures 


Excluding the sum set aside for debt retirement, expenditures in 1378/79 
are to be SR 1,250 millién. This is SR 125 million ($33 million) less than the 
expenditures listed in the previous budget, a decrease of 9.1%.. In spite of the 
cut-back, the sums allocated to the eight civilian ministries have been increased 
9.8%, from SR 407 million ($108.5 million) to SR 47 million ($119.2 million). 
Further expenditure details. are indicated in attachments II and III. 


The appropriations for the King and the Royal Family were SR 70 million 
in the 1377 budget, SR 236 million in the budget for 1378/79. Despite this 
apparent five-fold increase, the official statement released with the current 
budget says that the budget of the Privy Purse reflects a large reduction. The. 
statement undoubtedly is correct. In the past Royal funds were obtained from 
(1) the Royal appropriation, (2) other appropriations, such as those for "public 
expenses" and "miscellaneous", and (3) deficit spending - borrowing outside of 
the budget framework. The best available estimate is that the King and the 
Royal Family actually spent about SR 600 million in 1377, so that the present 
budget entry represents a decrease of about 60%. If the Royal Family is to 
restrict its spending now and in the future to a publically declared budget al~ 
location, a significant improvement in SAG finances will have been achieved. 


The National Guard allocation is the money for the mijahidin. The monies 
said to be for the tribes and the mujahidin therefore are to be decreased from 


the anount show in the 1377 budget by SR 153.2 million ($0.85 million), as 
shown in the following table. , . 
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BUDGETED EXPENDITURES ON THE ‘1 AND THE MUJAHIDIN 
‘millions oO: 


1377 1378/79 


National Guard 60.0 55.1 

Tribes and Mujahidin 192.0 oe 

Allocations for tribes -— 367 
TOTAL 252.0 98.8 


Qnissions 


If the purpose of the budget is to chart the anticipated flow of State in- 
come and expenditure, the budget is incomplete in sevdral. ways. The principal 
omission is on the revenue side: the gain to be obtained by virtue of the open 
market operations of the Saudi Arab Monetary Agency (SAMA) . 


According to the statement released with the budget, SAMA's gain from 
operations on the free market during the first six months of 1378 was SR 115 
million. It would seem likely that the gain during the whole of the fiscal year 
1378/79 (assuming a continuation of current SAG financial policies) should be 
more than SR 115 but less than twice that amount. According to the Royal Decree, 
this gain is to be paid into the general reserve. and used in repaying public 
debts. 


On the expenditure side there is no mention of the cost of carrying the 
public debt. While-the internal debt may be interest-free (implicit interest 
would be included in many of the bills as submitted to the Government), SAG is 
paying normal charges for the monies it is obtaining from foreign banks. Its 
current interest charge probably is about’ $5.8 million per year, or SR 21.1 
million at’ the official rate of exchange. This sum may be included in the entry 
monetary debt". 


Budgeted expenditures also seen to omit proviaton for SAG's commitments to 
the Arab League, The Arab Development Bank, and other international bodies. 


The budget does not identiry specific development projects, but a list of 
these is promised for the near future. The budget also omits definition of 
many of the terms it uses, so that as in the past there is some doubt with re-. 
gard to the meanings of certain entries. 


If a purpose of the budget also is to present an. historical account of the 
flow of State funds, there is another omission - six months. The public is 
given no details about State income ‘and expenditure during the first six months 
of 1378, for which no budget has been published, except that net reveme for 
the period was SR 16 million. (It may be possible to reconstruct SAG finances 

| for this period, based on our estimates of SAG income and expenditures, and 
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published information regarding currency reserves, debt retirement and open marke 
operations. We do not propose to attempt this exercise in the present letter.) 











Lesser Questions 


The SAG budget for 1378/79 raises a number‘ of questions of relatively minor 
importance. Some of these are discussed briefly in the following paragraphs. 


1. Estimated Revenues. Itemized revenues total SR 1,20 million although 
total revenues are given as SR 1,410 million. There obviously is a typographical 
or arithmetic error here. Perhaps oil revenues - which seem to have been estimated 
too high = were overstated inadvertently by SR 10 million. 


26 antine and Health Fees. These are estimated in the budget at SR 6.75 
million, @ which seems low if the pilgrimage fee of SR 63 per pilgrim is 


included. (SR 63 from each of 200,000 pilgrims would be SR 12.6 million.) Per- 
haps the quarantine fee is counted net, after deduction for lodging and/or certain 
services. 


3. "Carried Over". Neither the source of this entry nor its relationship 


to "revenues from previous months" is clear. 
he. Supplemental sppropristions. Information from Riyadh indicates that 
supplemental budget requests may receive favorable consideration. Such additional 


budget requests may receive favorable consideration. Such additional expenditures 
could be covered by the gain from SAMA open market operations, or by the appro- 
priation for debt retirement. In either case, however, they would mean a de facto 
modification of the Royal Decree on the budget. , 


Se ‘opriation. The budget for 1378/79 has a new expenditure entry, 
Coapersattan te Expropriation and Property, SR 25 million. The position of this 
notation immediately following the SR 55 million allotted to expansion of the 
Holy Mosques and other development projects suggests that this money may be 
largely for the compensation of persons whose properties in the vicinity of the 
Holy Mosque in Mecca are to be taken over to make room’for the enlarged mosque. 
In the past this cost probably was covered from the development appropriation. 

If so, the 1378/79 development expenditure to compare with the SR 76 million in 
the 1377 budget probably should not be SR 55 million only, but SR 80 million. 


6. Currency to Banks, The meaning of the SR 30: million set aside for re- 
payment tothe banks is not clear. ‘The wording seems to imply that this is part 
of the money advanced in foreign exchange against riyals by the banks for import 
uses under the previous import licensing system. If this were so, however, it 
would be a curious budget entry, for the return of money as foreign exchange 
to the banking system would be balanced by bank therefor in riyals. For 
this reason it appears more plausible to consider this SR 30 million as a debt 
repayment of some sort. In attachment III it has been lumped together with the 
SR 130 million specifically set aside for debts. 
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Attachment I 


SAG ESTIMATE OF REVENUES FOR THE YEAR 1378/1379 





1. Oil Revenues SR 29h, 750,000 
2. Income Tax 850,250,000 . 
3. Zakah | 1,500,000 
i. Customs Duties 120,000,000 

5. Harbor Fees 4,000,000 

6. Port Fees 10» 

7. Quarantine and Health Fees 6,750,000 

8. Government Press 500, 

9. Airlines 2h,000,000 
10. Railroad and Dammam Port 25,000,000 
ll. Services of Development Companies 5276,000 
12. Posts and Telegraphs Revenues 5,500,000 
13. Residence Permits 1,500,000 
15. Vehicle License Plates 1,500,000 
16. Drivers' Licenses 9 
17. Stamps . ; 530005000 
18. Airport Fees WU 9 
19. Road Tax. Be ees | 8,000,000 
20. Ministry of Agriculture Services 500,000 
21. Nationality Booklets 10,000 
22. Commercial Register and Trademarks 500,000 
23. Certification of Deeds 70,000 
2h. ‘Rental of State Property’ 5,500,000 
25. Government Sales .1, 500,000 
26. Pensions 8,000,000 
27. Miscellaneous Revenues 1,394,000 
28. Revenues from Previous Months 16,000,000 


29. Carried Over (from Last Year?) 
Total SR  1,110,000,000 (Sic) 
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SAG ESTIMATE OF EXPENDITURES FOR THE YEAR 1378/1379 


Privy Purse, isinluding all expenses of the Royal 
Family, Sharhahs (Money Gifts), Guest Expenses, 
Transportation, Pilgrimage Expenses » Departments 
of Special Affairs, House Rental Allowances, 
Vehicle and Equipment Allowances ; 
Royal Cabinets 


Cabinet of the Presidency of the Council of Ministers 


General Secretariat of the Council of Ministers 
Grievance Board — 


' Office of the Comptroller General 


Consultative Council 

Ministry of Foreign Affairs 

Ministry of Defense and Aviation 

Airlines and Department of: (Civil) Aviation ' 
Ministry of Interior 

Ministry of Education and the University | 
Ministry of Commnications 

Ministry of Agriculture and Locust Control 
Ministry of Finance and National Economy 
Ministry of Health — 


. Ministry of Commerce 


Royal Guard 
National Guard 

ence. 
JudicLlary of the Hijaz and the Mutawwi's 
Judiciary of Najd 
Office of the Mufti, (Religious) Institutes and 
Colleges, and Related Institutions 
(Committees for) Public Morality in the Hijaz 
(Committees for) Public Morality in Najd 
Imams and Muezzins in Najd and Dependencies 
4mirates of the Dependencies 
Broadcasting, Press, and Publications 
Labor Department 
Riyadh Electricity 
His Majesty's Institute for tainetbon and .Industry 
Schools, Orphanages, and Homes for Old People 
Public Allocations (for Tribes?) 
Pensions . 
Expansion of the Two Holy Mosques » (Other) Mosques, 
and Public (Development) Projects 
Canpensation for. Expropriation and Property 
Estimate of Currencies to be Repaid to Banks 
Unforeseeable Expenditures for Emergencies 
Monetary Agency Debt and Other Debts 
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Customs » 126,000 
All other sources of revenue 133,000 Bo. 148 ,¢ 
TOTAL REVENUES 1,500,000 100.0 Bp 
Mintstry of Foraten Aftaire a 20,000 "ye 
ne Defense and Aviation  - 280,000 20.4 
noon Interior 86,700. 6.3: 
" " Education _ 87,000 6.3 
" "Communications ! | 109,600 8.0 
it " Agriculture | | 21,000. “18 
" "Finance and National Econ y 35,000 5 
n - 8 Health = | W700 303 
" Commerce | | 3,000 0.2 


Debt Retirement. 


Miscellaneous and emergency 


* All other 





expenditures : ie 
TOTAL EXPENDITURES f 





' 1378/79 
1378/79 Compared With 
137 


/1,2h1,000 82.7 1115,000 81.2 36,900 Ph ae 
i 
Boh daca 8.5 -6, 000 ~he8 












) 10.3 1124000 99.0 $9.0 


10.0 -90 ,000 60 





190,250 <a says 
90,159 6.4 +3,459 +h.0 
) 767 +21, 6674219 
7.6 =2,2hh -2.0 
LS -591, -2.8 
2.7 +3,68 +1045 
bed +h, 91.7330 
0.2 ate 
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| Attachment IV 


SAG Debt 








SAG debt and plans for repaying or refinancing it obviously are matters 
which bear directly upon the budget. hile we do not have access to authori- 
tative data on debt, some speculation in the matter may be useful. 


The principal components of SAG's external debt may be Aramco tax assign- 
ment loans obtained from New York banks, in the amount currently of $92 million, 
we a $30 million loan obteined from the Netherlands Trading Society. SAG 

parently plans to roll over these debts throughout the 1378/79 fiscal year. 
Te the debts are continued at this level, SAG's position for the year with 
respect to external debt of which we know would be about -$5.8 million, the 
cost of servicing the account. 


SAG's internal debt consists of sums owed in riyals to local contractors, 
merchants ‘and bankers. A well placed informant has said that it. currently 
mounts to SR.922,million and that one-fourth of it will be repaid during the 
1378/79 fiscal year. The first part of the statement may be more believable 
than the second, but both are plausible. Mohammad Surur, former Minister of 
Finance and National Economy, was reported about two years ago to have: ‘estimated 
internal , debt at SR 800 million. One fourth of SR 922 million is SR 230.5 ° 
million, ® a sum which could be severed by (a) the budget appropriation of SR-130- 

: on-_for—deb ment plus SAMA gains by exchange, probably substantially 
in excess over r the year of the a ey for the first six months of 1378 of SR 115 
million. However, SAG will have to remember that the same income cannot be 

used for two purposes: substantial debt retirement will inhibit the program 

to increase currency reserves, and vice versa. 






If these amounts are realistic (and there may be other debts, for example 
those of an international political nature) the sum of current public debt is 
$122 million plus SR 922 million or (at the official rate of exchange) SR 1379.5 
million. This is sbout equal to SAG's revenue for one year - a debt position 
still fairly modest in comparison with that of other countries. 


4 


(See ConGen Despatch 300, dated January 20, 1959, for additional information.) 


a wey e - 








This document consists of ~..@..... pages, 





| RMT 


FEB 2 0 1959 







ey 


IWS O43 OF 
la JUeWNOOG sUT 


y8q ISN 











Clearances: 


W/MSC - Mr, Weiss 





W/MSC - Mr, Bell 


» 


CC, 




















LIMITED OFFICIAL USE 


31 
Classification 


Action 


NEA 
FROM: AmEmbassy JIDDA 


Info 


TO: Secretary of ‘State 


NO: G-63 





Ww ot 
WeD.Toomey/eh/Febs 25, 1959 
LIMITED OFFICIAL USE 


PERMANENT — 
RECORD COPY « This copy must be r 





Date Sent: 
Rec'd: 





¢ Agi ts 4th a? central files PROGTREED NMLESE 


6SE 2-2/0! *voge 








Copy No(s) 47 


Destroyed in RN/R 


PERMANENT SECRET. _ REPRODUCE 
RECORD COPY « This copy must be returned aaa central files with notation of act 


INCOMING TELEGRAM 


Department oj Sstaie 








Contro!: 3955 
Rec’d: March 6 P : 
FROM: Jidda 11:55 av 


TO: Secretary of State > —4) 
" o  ¥/ 


NO: 773, March 5, 3.p.m. 


At conclusion my initial(pro forma) audience with King on the 
morning of March 4 (EMBTEL 771), Faisal suggested we see each 
other later in the day. Faisal was tanned and appeared rested 
and said he felt fine and believed he was in good condition. 
There is an element of physical toughness about Faisal and he 
looked better than at any time I have seen him. Faisal spoke 
with more frankness than in my previous discussions and we 
covered generally the question of the type of USMIM Saudi 
Arabia should have (see telegram 770), Saudi-UK relations 

(see telegram 772), Iraq (see telegram 775), Israel (see tele- 
gram 774), and his future planning. All of above covered in 
other telegrams except future planning. I asked what his in- 
tentions were with regard to a development program and future 
budget adjustments and Faisal said that he had no development 
plans for this year. The budget had been put out and it now 
remained to see that it_was implemented. However, he planned 
after this year to pay off the outstanding loans from overseas 
banks and not to take on any new loans except possibly for pro- 
ductive projects. Under the present laws Saudi Arabia can only 


~obtain new loans for productive projects, but not for ordinary 
(projects. In a discussion participated in by Ahmad Jabar, 


ad.of Faisal's political Diwin and only Saudi attending our 
‘discussion, question came up whether road to Assir would be 


“productive project (see EMBTEL 757). Faisal said he did not 


nsider roads productive projects. He seemed adament that 
faudi Arabia should not take on any more financial responsibili 

en though he granted that development projects would be good 
or thé country. In an effort to help the discussion, &hmad 
abar made the point that of course Saudi Arabia would mt 

ject to help if it were grant aid and Faisal mere?., es 
hat they would not turn down grant aid. 


Faisal expressed 
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SECRET | | r 
-2- 773, March 5, 3 p.em., from Jidda. 


Faisal expressed his appreciation for US help on this Dammam i. 
port and hoped the project would go along quickly. I said I ph 
believed that this was the case and hoped the difficulties in — 
making the initial arrangements would soon be over and that ' 
e Dammam port project could proceed soon. I suggested that, -- 
shace Brown and Company were not as well known as. some larger 
firms, that it. was this interest that our government agencies 
made sure that this construction firm posted the necessary 
guarantees and met standard requirements. Naturally, it was 
easier for our government agencies to conclude this type of 
arrangement with larger firms whose reputations were well 
known. Faisal. explained that he had had his Embassy in 
Washington check into Brown Internation and Company and had 
been assured that it was a good reliable concern. Saudi 
officials had discussed the Dammam port project with Bethte! 
and some other companies but these large American firms would 
not agree to certain details of the project as Saudi Arabia 
envisaged it, and would not undertake to build the Dammam port 
for the amount that Saudi Arabia ‘considered right and naturally 
SAG did not want to lose $1 million or more just to have a 
large well-known firm. Faisal summed up the economic planning 
for the future by saying he was anxious for the country to go 
ahead but to go ahead slowly and not too fast and he quoted an 
Arab proverb about the danger of great haste. 





HEATH 
BB: SAH/7 


7) 
4 


SECRET 








59=51 






Action 3! 20 

NEA MARCH 6, 

nfo FROM: JIDDA 
RMR TO: Secretary of State Or 
ss ; 
. NO: 776, MARCH 5, 4 PM es oO 
YG i 00 
ek: LIMIT DISTRIBUTION, > 
INR’ iy 
H? NOFORN, a 
EUR ~ 
RE DHAHRAN!S TELEGRAM SENT DEPARTMENT 457, FEBRUARY 236 

E 9 O 
AFTER DINNER WITH KING SAUD IN RIYADH ON MARCH 4 HAD PRIVATE Oo 
AUDIENCE (SWEENEY AND RUSSELL PRESENT), THE KING-CONFIRMED HIS a 


INTEREST IN OBTAINING PRODUCT | VE LOANS AND REPEATED LIST 

, OF PROJECTS IN WHICH HE WAS INTERESTED, ADDING V|LLAGE 

” DEVELOPMENT. | REMARKED THAT PENDING-SUBMITTAL ‘OF DETAILED 

PROJECTS: NO. DEFINITE OPINION COULD BE EXPRESSED ABOUT LOAN 

POSSIBILITIES BUT | BELIEVED THAT WITH: IMPROVED FINANCIAL 

POSITION SAG RESULTING FROM NEW BUDGET PLUS ASSURANCES | 

FROM HIS MAJESTY!S ‘GOVERNMENT . THAT LOANS WOULD BE ADMINISTERED, 
. BY SAMA, IT SHOULD BE POSSIBLE FINANCE PROJECTS FROM SOURCES 

’ SUCH AS. IBRD, EXIM-BANK, PRIVATE AMERICAN OR EUROPEAN BANKS, 


AND PERHAPS ICA, 





7. 


THE KING THEN VOICED HOPE - USG MIGHT BE ABLE INTERVENE ON HIS 
¥ BEHALF WITH LBRD OR SOME OTHER SUCH INSTITUTION, 1! REPLIED 
‘|’ WOULD ENDEAVOR ASCERTAIN POSSIBILITY SUCH SUPPORT AND NOTED B 
A THAT CHANCES FOR OBTAINING FINANCIAL ASSISTANCE MIGHT BE 
IMPROVED BY PUBLIC STATEMENT THAT (1) HIS MAJESTY WISHED TO ey 
DEVELOP SAUDI ARABIA ECONOMICALLY AND EDUCATIONALLY; AND (a) - 
ROYAL FAMILY ALLOWANCES WOULD NOT -BE INCREASED OVER PRESENT | = 
BUDGETARY FIGURES, : ‘a 








IN RESPONSE TO MY INQUIRY KING SAID TOTAL AMOUNT OF LOANS3> mm 
DESIRED DIFFICULT TO DETERMINE UNTIL PROJECTS ORGANIZED, SQTf™ 
TENTATIVE FIGURE UP TO 100 MILLION DOLLARS, HE EMPHASIZED. fal 
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~2- 776, MARCH 5, 4 PM, FROM JIDDA 


DESIRE TO ARRANGE FIVE YEAR MORATORIUM ON REPAYMENT OF LOANS, 

| MENTIONED AGAIN TO HIS MAJESTY THAT NEW OIL CONCESS|ONS” 
WOULD PROVIDE FUNDS, BUT POINTED OUT THAT TARIK! HAD SET SUCH... 
’ TERMS THAT AT LEAST. TWO IMPORTANT AMERICAN OIL CONCERNS HAD 
REGRETFULLY GIVEN UP IDEA AFTER PROTRACTED NEGOTIATIONS, 

1T WAS NOT THAT TARIKI ASKED TOO MUCH MONEY, BUT THIS 
INSISTENCE THAT SAG SHARE IN PROF!ITS.FROM WELL-HEAD TO GAS 

TANK PLUS ‘GUARANTEED EMPLOYMENT HIGH PERCENTAGE SAUDI EMPLOYEES, 
TARIKI: ALSO.UNWILLING OFFER ANY. ‘LARGE TRACTS LAND: FOR CONCESS | ON 
PURPOSE TD ANY SINGLE COMPANY, | SAID PERHAPS SOME EUROPEAN 
COMPANY MIGHT BE FOUND WHICH WOULD AGREE TO HIS TERMS, BUT 
CERTAINLY WITH THE INTENTION OF EVADING CONDITIONS. OF CONTRACT, 
NO JMPORTANT AMERICAN CONCERN WOULD NOW AGREE’ TO SUCH TERMS, 

, | STRESSED THAT WHILE WE ADMIRED HONESTY AND ABILITY TARIKI, 

WE QUESTIQNED HIS JUDGMENT -AND WHETHER HIS POLICY WAS. IN 

BEST BUSINESS INTEREST SAUDI ARABIA... - 


HIS MAJESTY SMILED SLIGHTLY, REMARKED THIS MIGHT BE TRUE 
AND: PERHAPS TARIKI LACKING IN SOME. RESPECTS, 


| CONTINUED THAT FIVE YEARS FROM NOW TARIKI MIGHT FIND 
REPUTABLE COMPANIES AGREEABLE TO HIS TERMS, BUT THAT DELAY 
WOULD RESULT IN LOSS FIVE YEARS ROYALTIES AND THE ATOMIC” AGE | 
WOULD BE THAT MUCH NEARER, 


RETURNING JO SUBJECT LOAN | SAID THAT, SPEAKING BOTH AS 
AMBASSADOR AND AS FRIEND, | WOULD SUGGEST HIS MAJESTY TALK 
CONF IDENTIALLY TO ARAMCO PRESIDENT NORMAN HARDY AND VICE | 
PRESIDENT TOM BARBER RE INAUGURATION LOAN DEVELOPMENT PROGRAM, 
WHILE THEY NATURALLY WORK IN -ARAMCO INTEREST, THEY ARE GOQD' 
FRIENDS CAPABLE GIVING GOOD ADVICE AND ASSISTANCE, FURTHER. 7. 
MORE, ARAMCO WAS AWARE |T WAS UNABLE DEVELOP AND SELL ALL 

OlL THAT MAY BE: FOUND IN SAUDI ARABIA, (NOTE: IT 1S NO} 

FULLY UTILIZING THE DEVELOPED FIELDS !T NOW HAS BECAUSE /7 
DOES NOT NOW HAVE THE MARKETS OR BUSSE | AP ORGANI ZATION FOR 
GREATLY INCREASED PRODUCTION), 
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KING SUGGESTED FURTHER DISCUSSION LOAN BE POSTPONED UNTIL 

AFTER MY RETURN FROM US AND CLIMATE AND REQUIREMENTS FOR LOAN 
ASCERTAINED, HE STRONGLY EMPHASIZED SECRECY OF LOAN DISCUSSIONS, 
SAYING HE HAD NOT MENTIONED SUBJECT TO ANY ONE SINCE FIRST 
BROACHED AT QAISUMAH, ¢ 


BEFORE TAKING LEAVE OF KING | SAID | EXPECTED DAMMAM PORT 
AGREEMENT TO BE SIGNED SOON AND WORK TO BEGIN IN NEAR FUTURE, 

| EXPLAINED THAT HAD PRINCE SULTAN SELECTED BETTER KNOWN CONCERN 
SUCH AS BECHTEL TO DO JOB, WASHINGTON AUTHORITIES MIGHT NOT 

HAVE NEEDED DELAY OPERATORS TO DETERMINE RELIABILITY AND COMPE- 
TENCE BROWN AND ASSURE THEMSELVES KING WOULD ‘OBTAIN FULL 20 
MILLION DOLLARS WORTH WORK AND NOT PERHAPS 12 OR 15 MILLION 
‘DOLLARS WORTH, | REMARKED THAT KAMAL ADHAM WAS SHARING IN 

WORK AND PROFITS OF THIS PROJECT, 


KING SMILED AT REFERENCE - TO ADHAM, BUT MERELY SAID APPROACHES 
TO BECHTEL AND OTHER LARGE CONCERNS HAD FAILED, HE EXPRESSED 
GENERAL CONFIDENCE IN PRINCE SULTAN AND BROWN TO CARRY OUT 
PROJECT SUCCESSFULLY, 


FINAL REQUEST .OF KING WAS. TO TELL SHAIKH YOUSSEF DASSIN, 
IF HE ASKED ABOUT SUBJECT FOREGOING PRIVATE DISCUSSiUNS, 
~ THAT DANGER OF COMMUNISM IN ME WAS DISCUSSED AND THAT KING 
ANX1OUS BLOCK COMMUNIST INEOADS IN ARAB WORLD, 
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In event Ambassador did not have opportunity inform Faisal. 
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moratorium and lend-lease silver prior his departure, request you. 
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FROM : American Consulate General, DH 2 : 
! § 


TO : THE DEPARTMENT OF STATE, WASHINGTON. + ihe a 





SUBJECT: An Estinate of the Saudi’ Arabian Government Income and Expenditures 


| Enclosed is one copy of Royal Decree No. 11, 3 Rajab 1378 (13 January ane 
which estimates the revenues’ of the State for the fiscal year 1378/1379 as 
SR 1,10,000,000. Expenditures for the sane period are fixed at SR 1,10,000,000. 
The translation was made by the Translation Division, Arabian American Oil Company 


(Aramco). 


1 Enct. (with original only) / in 
Copy of Royal Decree No. 11. 


ce: Amembassy, Jidda. 


6S!11-¢2/01 *vogs 





7 


RKLewis:ds | a ' UNCLASSIFIED 


REPORTER 


SS6L 2 SHY 





De TRANSLATION  -—#*#<. , 


/? 
| 2-3ér eli 
ROYAL DECREE NO. 11 - Hake 2 Sal! pg a MI 
RA (09 Ja : re .- 
3 Ragas 1378 (13 JANUARY 1959) WA eos. . 
Umm ar-Quea 1752 Wos saat —co, “ol! Val 
6 Ragas 1378 (16 January 1959) VA0A as Los VY VA Ct 
- WITH THE HELP OF Gop ALMIGHTY; JL Gil 3g 
, : sé 
We, SAtup 16N "App AL-"AzIZ AL SAtuD, KiNG OF SAUDI ARABIA; As gett ds pall SOLM ML ypc Gy a gee 
AFTER REVIEWING THE STATEMENTS OF THE REVENUES AND EXPENDITURES CUS 9 Slat ob aoldt cbt AS exe! ao 
OF THE STATE FOR THE FISCAL YEAR 1378 = 1379; AND PATVA PVA AU at a yall 


ON THE BASIS OF DECISION NO. 91, DATED 29 Jumana IT 1378 (10 P89 WV pa clsrgll le NLS ce olss 
JANUARY 1959) OF THE CouNciL OF MINISTERS, REGARDING THE BUDGET FOR THE §\T'V4 ~ \FVA ele 4 Jl 5 ob 3 ell. vars 


YEAR 1376 = 1379 (RENDERED) IN ACCORDANCE WITH ARTICLE 37 OF THE REGULA= "A pe laogll ule pls oe ( rv ) sold ls, 
TIONS FOR THE COUNCIL OF MINISTERS (RovAL Decree) No. 38, BATED 22 SHAWWAL 


Vevy ple dle ey ges sala 
1377 (00 May 1958); ano 


ON THE BASIS OF WHAT HRH THE PRESIDENT OF THE COUNCIL OF : Nag de pty ge Le ajc be do oly 
MINISTERS HAS SUBMITTED TO US; 


ORDER AS FOLLOWS: : sl ge Vag 
ARTICLE | = THe ESTIMATE OF REVENUES OF THE STATE FOR THE FISCAL YEAR = yey, AJLll 4 J yal Slot yl jas — dal soll 


1378/1979 SHALL BE SR 1,410,000,000 IN ACCORDANCE WITH STATE JL , WG 5 pte y Ble ly will éubs \rva — 


MENT NO. | ATTACHED TO THIS ORDER. Nha bh gall ( \ Te Ol las, 


ARTICLE 2 = THE EXPENDITURES OF THE STATE FOR THE FISCAL YEAR water VOVA ASU 4 Dy) Glass sae - 4510 soll! 
SHALL BE FIXED AT.SR 1,410,000,000 IN ACCORDANCE WITH STATE= CAMs 5 pty le sly wh lames \rva — 
MENT NO. 2 ATTACHED To THIS ORDER. . dail goulll (*) Ay OLN lay Jus 


ARTICLE 9 = ALL REVENUES SHALL CONTINUE TO BE COLLECTED IN ACCORDANCE Ibi VI 5 golst,Vl Hdd pala, — act sll) 


“WITH THE REGULATIONS AND INSTRUCTIONS (NOW) IN FORCE AND Jad) dune fe SI lyase evs tLe MN Sldetlly 
SHALL BE PAID TO THE SAUDI ARABIAN MONETARY AGENCY AND ITS ASW syljgold yess seca gsi! 
BRANCHES FOR THE ACCOUNT OF THE MINISTRY OF FINANCE. : 

ARTICLE 4 = EXPENDITURES SHALL BE.PAID BY THE SAUDI ARABIAN MONETARY Sldelly FSi gy Clad GO pai — ye! | soll 
AGENCY IN ACCORDANCE WITH THE BUDGET AND PERTINENT INSTRUC (63 gael! Zell sal Ag tp ly ror a 
TIONS. > ‘ 


ARTICLE 5 = ANY AMOUNT IN EXCESS OF THE (ESTIMATED) REVENUES, AND ANY = Vy! pl_all Qhlie YI JI Sle — ALI soll 
AMOUNT SAVED FROM THE EXPENDITURES AS FIXED IN THIS BUDGET 5 all* yo Glaitll ys J 9% beg lol gl ba pl 
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ARTICLE 5 = (ConTinuen) 
SHALL BE PAID INTO THE GENERAL RESERVES OF THE STATE AND USED ialall & pp ll slau eontanr 9 Asli odes 
TOWARDS THE REDEMPTION OF PUBLIC DEBTS. : 


ARTICLE 6 = THE PRESIDENT OF THE COUNCIL OF MINISTERS AND THE MinisTeRS PS rlrigly rlosgl ple nity de — Aeslitl soll 


VnALL, EACH WITHIN HIS OWN JURISDICTION, PUT THIS ORDER OF J.olf poy ch eM Lhe byt Sail at Wo 
OURS INTO EFFECT AND SHALL NOTIFY ALL CONCERNED TO ACT IN « Lim 96 
ACCORDANCE THEREWITH, 

fr 


ASS) SUES 55) 
(Sieneo) Sa*up QR_ vv” 
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- 3 - 
STATEMENT NO. 4 * 
ESTIMATE OF REVENUES FOR THE YEAR 1378/1379 . 

TEM NUMBER 

te Ot REVENUES SR 294,750,000 
2. INCOME TAX 850,250,000 
3. ZAKAH 1,500,000 
4. Customs DUTIES 120, 000, 000 
5. HARBOR FEES 4,000,000 
6. Port Fees 500,000 
Je QUARANTINE AND HEALTH Fees 6,750,000 
8. GOVERNMENT PRESS 500,000 
Je AIRLINES 24,000,000 
10. RAILROAD AND DAMMAM PorT 35,000, 000* 
tt. SERVICES OF DEVELOPMENT ComPANIES 5,276,000 
12. POSTS AND TELEGRAPHS REVENUES 5,500,000 
13. RES DENCE PERMITS: 4,500,000 
14, PASsPorTs 1,500,000 
15. VEHICLE LICENSE PLATES 1,500,000 
16. DRrivers® Licenses 500,000 
Je STAMPS 5,000,000 
18. AIRPORT Fees 500,000 
19. ROAD TAX 8,000, 000 
20. MINISTRY OF AGRICULTURE SERVICES 500,000 
21. NATIONALITY BOOKLETS 10,000 
22. COMMERCIAL REGISTER AND TRADEMARKS 500,000 
23. CERTIFICATION OF DEEDS 70, 000 
24. RENTAL OF STATE PROPERTY 5,500,000 
25. GOVERNMENT SALES 1,500,000 
26. PENS TONS 8,000,000 
27. MISCELLANEOUS Revenues 1,394,000 
26. REVENUES FROM Previous MomINK years 16,000,000 
29. CARRI@D OvER (FROM PREVIOUS YEARS) 20,000, 000 


TOTAL 


“SEE PAGE 6 FOR CORRECTION. 
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“as CS )eeoutn . 
STATEMENT NO. 2 BIN VAR NVA aL ase ell Laid) 
ESTIMATE OF EXPENDITURES FOR THE YEAR 1976/1379 Dias g 
item _NumeeR i ape Olea et Wpd lc doid| 4, 31 
1. PRIVY PURSE, INCLUDING ALL EXPENSES OF THE ROYAL Slidiy tladly lal, wei Ny SU) 
FAMILY, SHARHAHS (MONEY GIFTS), GUEST EXPENSES, geld N41 Ge ges delhi Oy 52! tyay ical 
TRANSPORTATION, PILGRIMAGE EXPENSES, DEPARTMENTS ; . Slygaly CLL of U7 99 
OF SPECIAL AFFAIRS, HouSE RENTAL ALLOWANCES, Seal hy 
VEHICLE AND EQUIPMENT ALLOWANCES SR 235,921,96t \ VrOAVAAN\ 
2. ROYAL CABINETS 5,221,480 AS Grats OV\EAS 
3. CABINET OF THE PRESIDENCY OF THE COUNCIL oF Ministers 4,713,668 = .\_) 59) wit aT) Oly ¢ EVATANVA 
4. GENERAL SECRETARIAT OF THE COUNCIL OF MINISTERS 2,506,600 +l) 54) uid all GES! VOrVWss 
5. GRIEVANCE BOARD - 4,586,900 {ull Sly> VOANW s+ 
6. OFFICE OF THE COMPTROLLER GENERAL 3,869, 660 Malad 431 Ol ys 4 TATANY: 
Te CONSULTATIVE COUNCIL 964,844 Soe pe ov AALALE 
8. MINISTRY OF FOREIGN AFFAIRS 18,822,480 . Lesh ssloa A \AATN EAS 
9) MINISTRY OF DEFENSE AND AVIATION 190,250,000 Ol pally cltssigs 4  \QsTorees 
10. AIRLINES OF THE DEPARTMENT OF (CIVIL) AVIATION 95,045,000 Wl plall Aovkuak 4 yh1 byl! \. Yer,eree 
11. MINISTRY OF INTERIOR 90, 158,549 dell s159 4A A+ VoAeey 
12, MINISTRY OF EDUCATION AND THE UNIVERSITY 108, 666,842 ally « Sse oslgs AY VeAVIMARY 
13. MINISTRY OF COMMUNICATIONS 107, 355,97! ae AE TE TTY 
14. MINISTRY OF AGRICULTURE AND LocusT CONTROL 20,408,650 o\_+l Wy kcly isles 15 vee AAO 
15e MINISTRY OF FINANCE AND NATIONAL EcoNoHY 98,663,205 ghgll sleS¥iy NMS 55 vo TAVANY 0 
16. MINISTRY OF HEALTH 59, 617,005 Amal 5159 \N OAN\Vs <0 
17. MINISTRY OF COMMERCE 3,471,640 sietislss \v reves 
“te. RovaL GUARD . 10,925,250 Su w tl NA \-Qvovo- 
19. NATIONAL GUARD 55,062,000 shal urstl VA OAs 
20. INTELLIGENCE * 9,616,360 AslseVi oye PAVE 
20. JUDICIARY OF THE HIJAZ AND THE "MyTAW!'s" 13, 120,880 he gllally jlatl stad yy VTA AAS 
22, JUDICIARY OF NAJD 5,229,840 as alah yy otrrag- 
23. OFFICE OF THE MUFTI, (RELIGIOUS) INSTITUTES AND SUS sally EY ye yerosvay 
COLLEGES, AND RELATED INSTITUTIONS 10,354,292 . \pa! rs) 
24, (COMMITTEES FOR) PUBLIC MORALITY IN THE HIJAZ ‘4,003,843, jlabl Gaplh YY xs £. oPAtr 
25. (CommiTTEEs FOR) PuBLic MORALITY IN NAJD 5,199,055 we Sg ll YY ye e\44-00 
26, Iwams AND MUEZZINS IN NAJD AND THE PROVINCES 9,589,574 2lblally ae Bb s'3 5lly aye vaateve 
27. AMIRATES OF THE PRovINceSs 19, 568, 158 Sbblall Obl vv VAONANCA 
26, BROADCASTING, PRESS, AND PUBLICATIONS 5,894,540 silly Whuddly del3Vi vA CANE CL 
ARAMCO 4017 (10/58) TRANSLATION DIVISION, DHAHRAN e* 
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STATEMENT NO. 2 (ConTinuep) 


ESTIMATE OF EXPENDITURES FOR THE YEAR 1978/1379 








ITEM NUMBER a Sas er jul  —_JL) 
29. LABOR DEPARTMENT 1,926,105: Sially Jas! den 4 \Ara\eo 
30. RIYADH ELECTRICITY 5,000,000 vb jl Lis tT: Oreceee 
31. His MAJESTY's INSTITUTE FOR EDUCATION AND INDUSTRY 2,156,228 Aclually 4» xh el De ayer) TAOVWWYA 
32. SCHOOLS, ORPHANAGES, AND HOMES FOR OLD PEOPLE 7,344,780 a pually pSV 5g09 rill ry VIEEVA? 
33. PuBLic ALLOCATIONS (FoR Trises?) 43,702,582 La geall Glaedlyrclyail re gTV*VOAY 
34. PENSIONS 7,000,000 acl SLL. gs Voces as 
354 EXPANSION OF THE Two HoLy Mosques, (OTHER) Mosques, Amity qu pail ow tl dawg YO CY en 
AND Puetic. (DeveLorment) PROJECTS 55,000, 000 de gaall re gulls 
36. ; COMPENSATION FOR EXPROPRIATION OF PROPERTY 25,000,000 asc es clay rs Voccsece 
37. ESTIMATE. OF CURRENCIES TO BE REPAID TO BANKS 30,000,000 * 4} 4.1) La rut prall Sell ey Os winewes 
38. UNFORESEEN EXPENDITURES ( EMERGENCIES)” 39,028,264 ( s16 5) ghil ) So glass pe Wp glaaPA TAVATVE 
99. MONETARY AGENCY DEBT AND OTHER DesTs 130,000,000 GV Ogally aA dogs Gyo PA Vere eee 
TOTAL SR 1,410,000,000 goal igisemunes 
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CORRECTION Crees 
: , . A, eth aI edes the Sie 
A PRINTING ERROR HAS OCCURRED IN THE ITEM OF REVENUES OF THE : plea as na abl SI Slab 


RAILROAD AND THE DAMMAM PORT, PUBLISHED IN THE PREVIOUS ISSUE UNDER THE : 
STATE BUDGET FOR THE (FISCAL) YEAR 1378-1379. IT WAS STATED THAT THE VPVA plalal sid 5) p67 35 y Sill 


REVENUES OF THE RAILROAD AND DAMMAM PORT WERE THIRTY=FIVE MILLION NFS Som call! oad & veva 
RIVALS. THE CORRECT FIGURE 1S TWENTY=FIVE MILLION RIVALS. Aut plilioliing sr aLACMNSls ly 
: dnatty SVS ya bg Gots 


. Une A NO. 13 RAJAB I 23 JANUARY " ro = og 
L-QuRa NO. 1753, 13 8 1376, 23 JANUARY 1959 LOY SM oye Vipde apt ao 
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SUBJECT: Official Conmunique on the State Padekt for the Year 1378- 1379 


Enclosed is a translation of an official communique on the State Budget for | 





the year 1378-1379 published in Unm al-Qura No. 1752, 6 Rajab 1378, 16 January 2 
1959. The translation was made by the Translatiaqn Division, Arabian American Oil 0) 
Company (Aramco). > 
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The public nay recall that the Government issued an official communique’ on 
15 Dhu al-Qa'dah 1377 (2 June 1958) statin that the acute financial crisis, 
through weich the. country was then passincs, was caused by the contimed deficit 


in the tdgets of previous years and ty such excessive spendins that the State 
was over-burdened and compelled to contract exorbitant loans, external and internal. 


The Government, in its afore-mentioned statement, emphasized its firm deter- 
mination to rut an end to this continued deficit without resorting to borrowing, 
and to balance revenues and expenditures while leaving a surplus, estimated than 
at 115 million Saudi riyals, witich was all to be paid to the Saudi Arabian Monetary 
Agency to stabilize and support the currency. 


M11 these (pledges were made) at a time when the largest world markets were 
suffering from a recession, and raw materials, including oil, the mainstay of our 
national economy, were difficult to sell. 


; The Government also undertook to regulate foreign currency transactions and 
imports from abrozd in such a manner as to secure foreign currency, at the official 
rate for all essential needs of the country, such as food, clothings, medicine, and 
capital goods. 


Now, before the end of the first six months of the Tijrah year, the Govern- 
ment has completely honored and fulfilled its pledges. 


Debts of the (Saudi Arab#an Monetary) Agency 


The debts of the Saudi Arabian Monetary Agency were reduced by about 313.5. 
million Saudi riyals w:ich were paid to the Agency during the period 1 Muharram to 
1 Rajab 1378. (Of this total), 197.5 million riyals represented savings in the 
budget during six months only, and 115 million riyals resulted from the Monetary 
Agency's operations in the free market; although it had been hoped that (only) 

115 million riyals would be paid to the Agency from savines in the Amdget for the 
whole year 1378. 


The State did not resort to increasing its burdens by (contracting) any 
additional loans, and the country passed through the world economic crisis un- 
scathed, with no harm suffered by its currency or economy. On the contrary, its 
currency has been strengthened and stabilized to the extent that the riyal has 
become scarce and the dollar And other foreizn currencies have poured into the 
markets and the Monetary Agency. The currency cover has risen from 1h% of the cur- 
rency in circulation at the beginnine of the year 1377 to 51% at the beginning of 
last month. It is still rising. 


The Agency was really in a bad state, for, in addition to the completely 
inadequate cover, it had to protect the currency ayainst fluctuations and fall, 


*Translator's,'Note: There is a printing error and this word sinania "business" 
| in the original Arabic. : 
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| its heavy debts to local banks exceeded its meagre cover. | 


Furthermore, local banks asked the Avency Yor dollar comuitments in the 
amount o° 70 million dollars which they clajmed were made to importers in 
possession. of import, licenses “issued to tiem by the Import Committees, and which 
could not, be honored. by the Government. 


The Ageney examined these claims and paid whatever was due. Only 16 million 
dollars remain outstandin=,.and will be paid in due time. 


‘ith this creat improvement in the currency coverage, and this large re- 
duction. in the Government's commitments to the lionetary Agency, and in the latter's 
commitments to local banks, it is not stranze to see that the (exchance rate of 
the)-riyal, which only recently was more than six riyals and four qirsh per dollar 
has now recovered because of the firm implementation of the currency stabilization 
program, (and is worth) five riyals and four qirsh per dollar. 


Experts maintain that, had it not been for the prompt implementation of this 
program strictly and faithfully, the riyal would have sunk to unfathomable depths, 
_with irreparable damage to the country. 


bY 
.They also state that the results which the country has achieved in stabilizing 
its currency within a few months are almost unparalleled in the world, and that 
what helped attain this pleasing result was the cooperation of all in combating 
currency inflatior and absorbing excessive currency in circulation, whether through 
savings in the State budget or through purchase of, such currency from the free 
markets. 


“oreign Currency and Import Affairs 


_. The Government has. fulfilled its promise to provide foreign currency at 
the official rate to anyone who has obtained a license to import essential goods, 
such as food, medicine, clothing, and capital zoods. ‘ 


In import matters chaos and confusion .gave way to order. ‘Jhereas in the 
past permits had been granted indiscriminately and irregularly, by each ministry, 
and are included in its- ow budget, such as construction and road projects, and 
projects for new hospitals'and schools. A list covering such projects will soon 
be published. ; 


The inclusion of such considerable amounts in the draft (sic) budget for 
this year has. been made possible thanks to tiie rise measures adopted by the 
Governnent for strict control over expenditures and the restriction of expendi- 
tures to what is in the interests of the State. 


The Government will continue to fight and put an end to excessive spending 
by every means. in 


Allocations for public projects will increase considerably after the currency : 
stabilization program has been completed. Experts are of the opinion that the 
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| allocations in the budget for development projects are the maximum that may be | 

spent this year for such projects. These allocations @nnot be increased without. 
jeopardizing the currency stabilization program, since this may lead to a deficit © 
in the budget and inflation, bringing ruin to the RT and the projects them- 
Smlwers 


“Also included in the expenditures is the anount of 130 million riyals which 
will be paid to the Agency in monthly installments, to stabilize and Support the 
currency, and to settle certain debts. 

The Royal Decree thich announced the budget provided that any amounts in 
excess of the (estimated) revemmes, and any savinzs in the expendivures as 
determined in t!:is budget, be paid into the general reserves of the State and used 
for the payment of (public) debts. It is hoped that the budgeted sum of 130 

illion riyals, plus any. savings and (profits) the Agency will make in its deal- 

gs in the free market will reach such a figure as to enable the Government to 
stabilize the riyal eventually at a rate suited to the economic condition of the 
country. 


-The budgets of the Ministry of Health and that of Education, as well as the 
budgets of other ministries directly concerned with the public, have been in- 
creased. 


His Majesty, may God keep him, has ordered that the expenses of the Frivy 
Purse. be severely cut down so that its estimates for this year are far below its 
expenses for the year 1377. 


This has only been possible by the desire of His Majesty and the members of 


the Royal Family to spend every effort for the happiness and progress of this. 
_ great Arab nation. 
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L NO: 800, March 16, 10 a.m. 


IRC Embassy telegram 793. 


During Embassy Economic Officer call on SAMA Acting Governor 

CIA -  Anwer Ali he requested briefing on SAG lend-lease silver 
obligation. Embassy Economic Officer informed Ali contents 
Department telegram 807 stressing USG had requested written 
acknowledgment from SAG its willingness begin payments 1960. 
Ali confided SAG debt repayment program planned first payments 
silver debt 1961 but he aware necessity settle long overdue 
debt promptly, and said he would now recommend payments be made 
1960 using King's dollar account Federal Reserve Bank New York 
and King's riyal account Netherlands Trading Society, Jidda. 
Ali-confident his recommendation will be approved as these 
accounts can be used only repay silver debt and use would not 
disrupt over-all economic program. 
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_ SUBJECT: stern Province Municipalities camyean rag Cut in nares 
Ny OE ee es nen 
Pre ARG - EL ‘K-/EM his Syn bs + i aad 
The Eastern Province Mundoipalities As  aceplaling bitterly over a recent 


cut in their income. The Saudi Central Government has taken control of all the 
customs and petroleum revenue which uséd to go-to the Eastern Province. This 
money is now redistributed to all municipalities in Saudi Arabia. 


The, Consulate General has not been able to get reliable figures, but the 
most persistant ones mentioned are as follows. ‘the Eastern Province munici- 
palities have now been allot ted 3 percent of the municipal funds distributed 
in all of Saudi Arabia. This means that the municipality of Damman, which 
includes Qatif, Al Khobar, and Abqaiq, now receives SR 20,000 per month instead 
of SR 300,000--or only one fifteenth of its previous income. Hofhmf has 
similarly been hit with a drastic reduction in revenue. 


Before March 1959 Damman received 6 fercent of customs duty collected 
at its port and at the airfield. Now this money is sent directly to Riyadh 
for redistribution. 


6981-S/0l*v9se 


ARAMCO, until last fall, paid approximately SR 18,090,000 per year for 
petroleum taxes to Damman, which took out 6 percent for the “astern Province 
and sent the rest to Riyadh, The SR 18,000,000 represents the tax on petroleum 
products used internally in Saudi Arabia. ARAMCO adds the tax to its price 
for wholesalers and passes this money on to the government. Now ARAMCO pays 
this tax directly to Riyadh. 


A delegation fram Damman has gone to Riyadh to plead for more money and 
it has been reported that Faisel gave them a courteous recefption, but as yet 
there have been no indication that their request has either been approved or 
rejected. 


An interesting note to this situation, which is reported by ARAMCO's local 
Government Relations Office, is that Hofhuf did not want to stand or fall with © 
Damman, and consequently got up its own delegation to go to Riyadh. : 
group came to Demman for Amir Saud ben Jiluwi's blessing, but was told by-hin 
to go home. However, the Hofhuf delegation felt so strongly that they defiege 
the Amir and went to Riyadh with their plea. There are rumors that they Were 
received, but that again no decision has been reached, This group may weJ] ~ 
expect to be censured by the Amir. AA a 

ARAMO®. 
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ARAMCO is worried that the cut in municipal funds will mean that Damman | 
will expect the company to take over some of the municipal burden. ARAMCO's 
most vulnerable point is in its home ownership program. One section of Damman 
is being developed by ARAMCO employees who have borrowed from the company to 
build their own homes. Actually the company has no responsibility over this 
area other than to see that its money is well spent. However it is anticipated 
that ARAMCO may be called upon to supply water, sewerage, and electricity to 
"its campany town", If this happens ARAMCOmight have to revise its loans so 
that the extra cost would be covered by the home owners, which would be an 
unpopular movee 


COMMENT: Up until now the Eastern Province has been in a fortunate position 
in that it has a busy port at Damman and an equally busy airport at Dhahran, “ 
with a good percentage of the customs duties going into the municipal till, 
along: with 6 percent of the petroleum tax. The other provinces of Saudi Arabia 

- do not have such lucrative sources of income and it well may be that the cmtral 
govermment was under pressure to spread the municipal money around more evenly. 


Damman and Al Khobar were recently disappointed when Riyadh told them 
that they could not accept 8-1/2 million dollars interest free as a loan from 
ARAMCO for.water and sewerage systems (see Con ‘Gen's Des 2h, May 4, 1959). 
This was not a definite refusal and is still under consideration, There has 
been a real check in Eastern Province plans for municipal improvement and 

_ expansion. The Damman local government is presently able to act as a garbage 
collector and little else. 


There will very likely be some upward revision in the amount of money 
allocated to thé, Eastern Province as the cities need more to operate even in 


a modest manner. 
Charles S. Kennedy 


American Vice Consul 
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ees SAUDI GOVERNMENT RAILRUAD FINaNCIAL sanD PURSONNEL PROBLEMS SLIGHR} 


Ne MR. VINCENT MURPHY, Acting General Manager of SAGRR feels that the rail- “la 
road is little better financialy now than described in the ConGen's Des 179 
of Nay 27, 195€. For the last three months there has been at least enouch money 
.on hand to pay salaries on time. 


The most important financial problem now facing the railroad is the lack 
of funds for spare parts and general maintenance. The budget, which was approved 
by the Council of Ministers, allocated $750,000 to the railraod tinis year for 
replacing wornout equipment, spare parts, and maintenance. However, the rail- 
road has not been ablé to get this money from the Government and at the end 
of this year ( -) the money will be lost. The railroad did receive 
122,000 in the last three months for spare parts, but this sum was a carryover 
from the last fiscal year, 


6911-9/01 ‘y9se 


At present when a piece of equipment breaks down and it cennot be repaired 
by makeshift methods, it has to be retired, from service until such a sind the 
correct ‘spare parts are received. 


; Mr. Murphy did say that he is, getting excellent support from the Ministry 
of Transportation, especially AMIR SULTAN. The Acting General Manager: does 
not believe that the railroad is being singled out in being deprived of funds,. 
but thet it is suffering along: witii all parts of the Saudi Government in the 
present economy drive. . 


When Mr. Gildea, the former Ueneral Nanager left, he had made up a plan oO 
of slowly a te Americans employed by the railread. This was to be finished > 
in: 18 months time. Mr, Murphy told Amir Sultan, Minister of Communications > 
that he would need all the Americans presently working for him and that he did 


not intend to release any. The Amir did no ct to this. At present there 
are 13 Americans working for the railr id to 20 one year ago. 
* The men remaining are skilled craftsmen and B¥\Murphy finds that there is no 


one to whom he can leave administrative wark when he goes away from the office. 


COMMENT: Although the financial and QR-SiihnSh sbthati 8? of SAGRR leaves much 
to be desired, still the steady decline of the att at arrested. 
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Zz Several Embassy sources have given indications that Crown Prince Faisal is | 
likely to retain his personal direction of financial affairs for the present, because 
he is the only man in the Kingdom with sutficient authority to control royal spend- 
ing, and to curb corruption in the Ministry of Finance. 


The Deputy Minister of Finance, Shaikh oo ay ibn Adwan, “who has been respon- 
sible for the day-to-day operation of the Ministry, told Aramco's Jidda representative 
recently that while previously he had been in the exti enel ens Spe position 
of having to present the King's financial demands to Faisa Faisal obliged the 
King to come to him personally when asking for money. Jah spoke against () 
the wastefulness of King Saud, and in praise of Faisal's reform measures. x) 






A well-intormed junior Foreign Ministry officer, commenting on the Ministry of = 
Finance’ sitmation, stated that while ibn Adwan himself and others in the Ministry a 
had made their own private profits from their posts prior to Prince Faisalts taking —. 
over direct control, Faisal's enormous prestige prevents all but the most minor ——e.) 
corruption these days. He added that Faisal had no choice but to continue his. 
personal control, despite protests from bt and —,, employees against ~; 
the slow movement of governmental affair 
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Governor Sandi Arabian Monetary ——s Ali, informed 
companies against SM for presentation MisPing Aid will urge” 
MinFin. Ali 


financial eenetece SAG, Would not object adding additional 
claim his list but would prefer support official note from Emb 
to FonOff on status this indebtedness. 


View SAMA offer support recommend Emb be authorized bring 
collection difficulties American =n 8 and Telegraph Company 
attention FonOff. 
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. SUBJECT: 
SAG Reduces Occupation Fees, Municipalities Lose More Money, But Al Khobar 
Continues Road Building. 


| The Labor Office, Danmman has announced that the yearly occupation fee of 
SR20 per person has been — byssce set need now pay omy SR1 for their 


yearly work pensit. A Oy, . pele ‘ff CSt.. [pe en 
4 « 
_ The SR20 was a fl ica waht toe sama: dimeanteda tn Co data 
Province. The mc went to the mmicipality of Denman. In 1958 Aramco 
alone paid (9000. 7 pe / 






a Beers a Se ae & Pmieis beating (see Congen Des 
1959) and the above action will aggravate the situation. 
Howeve there has been no breakdowm in normal minicips 

comp fort ' fron city officials about not. ng t 


c improvement program, 
test four moriths because of lack of 





ving 
system has been halted for the 00 
















0) 

Al Khobar is a more enterprising community and has been able to carry 3 
building A four lane divided highway is being built . 

chobar hy eld road, a distance of approx- = 

tely y this road will be expanded to six lanes, O 

two of wich “il be. used exclusively for trucks, at 
Al Khobar has raised most of the money for this project by selling ‘ 

-— Numeligh Bites copes ety tat, sane ong the right of way. The city bas obtained 
ding ec from the US Air Force and Aramco at greatly reduced Ny 

rates. Money for asphalt has been obtained through the good offices ‘0 

Amir of the Eastern Province who got between SR80,000-90,000 frommmr Ol 
of Finance. C8) 
Vid t 3 UW i] 
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ICA /D ' IMP official and Acting Saudi Arabian Monetary Agency (SAMA), 
Anwer Ali, informed FmbOff he ts for vacation Aug. 70 followed by 

CIA September consultation IMF, wadtifeten. 

RMR | Ali confided Prince Faisal -had authorized him dxplore possibility OO 
IBRD Development Survey Mission for Sandi Arabia during Washington © 
consultation. Nationality members proposed survey mission appear Oo 
concern Faisal and he specifically instructed Ali make clear his > 
exploratory conversations Washington desirability selecting technicians <*. 
from small neutral countries. oO 

= Discussing his own plans, Anwer Ali remarked he would probably o 
vole duties SAMA April 1960, assuming reform program encounters ; 
no unexpected ee Executive director IMF, Dr. Zaki Saad, wishes _, 
him remain longer period, Ali concluded, but if IMF insists he return oO 
Washington Saad will recommend Abu SKadi now of National Bank, Egypt, oI 
. as successor. | oO 
A Ali requested above information not be discussed Dro Saad as they 
not in complete agreement lopment matters, as discussed reftel. 
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SUBJECT: 


Head of Saudi Arabian Monetary Agency States Saudi "Roll Over" Loans 
Will Continue For At Least One More Year i” 


| Anwar Ali, Director of the Saudi Arabian Monetary Agency (SAMA) in a talk 
with Harold R. Spiegel, Aramco Treasurer, stated that SAG would continue at the 
present level its "roll over" loans from New York bankers for the next year. Saudi 


indebtedness is about $92,000,000. Aramco deducts $13,500,000 or 13,000,000. each 
month from the royality payments due the Saudi Government to pay the New York banks. 


Charles S. . : , 


American Vice Consul 
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SUBJECT: Newspaper Interview with the Governor of the Saydt Arabian Monetary 
Agency AN? 7A PY “it. foe g 
“— Vr 3 ye | 
Attached as an enclesure is the translation of a hots Ster¥iew given by 
2) Mr. Anwer Ali, Acting Governor of the Saudi Arabian Monetary Agency (5S, 9» to 








Z 


the Jidda daily Al=Bilad and published in the issue dated August 26, 1959. 


In this interview Mr. Ali summarizes the functions and responsibiljties of 
‘SAMA, comments on the recent change in the free market rate of exchange and its 
favorable effect on the Government's currency stabilization program, and discusses | 
in detail the gradual decline in economic activity within the Kingdom which he ~ 
denies to be a slump but rather a return to normal after a protracted period of 
inflation. Once the goals of the financial austerity program shall have been 
achieved, the Government will be able to expand its economic development program and 
encourage more economic activity in private sectors of the economye Mr. Ali 
concludes the interview by expressing the wish that Saudi Arabia be able to apply 
its immense oil wealth to evolve a more permanent base for production and gainful 
employment within the Kingdom. ; 


-§/01 °v98ss 


* A Government Decree dated July 22, 1959, established the free market rate at. 
4.75 riyals to $1.00 UeSe, down from 5.05 riyals = $1.00 U.S. established 
March 7, 1959. The official rate is 3-75 riyals = $1.00 U.S. 
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ANWAR ALI, GOVERNOR MONETARY. AGENCY, ADDRESSES AL-~BILAD 
Kingdom's Far reaching progress towards fineneial and exchange stability. 
Increasing role of Monetary Agency as céntral bank. 
Need for maintaining a sound currency. 
Banking facilities for remote parts. 


Development necessitates hard work and initiative on part of public. Need 
for careful planning. 


What are the responsibilities of the Agency towards the Government and the 
sonntey? 


The more important of the Agency's functions: and responsibilities are ‘the 
seta 


a) To keep stable the value of the national currency, i.e. 
the Saudi Riyal. 


b) To act as banker to the Govermment and its adviser in financial 
and monetary matters. 


c) To organize exchange control and be the custodian of the 
Kingdom's foreign exchange reserves. 


da) To ensure the growth of sound banking practices in the Kingdom. 


To what extent do you consider that the Agency has been effectively dis~ 
charging. these responsibilities? 


I believe that during the last one year the Agency has made very rapid 
strides in performing its. functions .as the central bank, of the country. 


Thanks to the Stabilization. Program announced last year by H.R.H. 
the President of the Council.of Ministers invelving.the adoption of sound 
budgetary policies and introducing.other. far reaching changes in the 
exchange. systeny. sepotent caine have. already been achieved in stabilizing 
and appreciating the free market. value.of.the Saudi Riyal. The progressive 
improvement.already achieved in this respect.is so well know as to need 
any further emphasis. 


The maintenance of a sound currency is one of the primary objectives 
of the Monetary.Agency. I.am so glad.that.the value of such a policy 
is now universally recognized in the Kingdom. I do wish to emphasize tha 
inflation inevitably hits the poorer section of the commnity the most 
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and it is vitally necessary to maintain.a sound and stable currency to 
avoid such hardships. Secondly and importantly the maintenance of a 

sound currency. is essential for creating the necessary environment for 
economic development on which an increasing emphasis is now being laid in 
the Kingdom. From the viewpoint of both these.objectives, I am, therefore, 
happy that it has been possible to make far reaching progress in the 
direction of monetary and exchange stability. 


The Agency is also functioning as the Government's banker more 
effectively than in the past. All of the Govermment revenues now pass only 
through the Agency. I am also sure that the. public is aware, that all 
expenditures authorized by the Government are now paid expeditiously without 
the least delay. 


In the matter of exchange control as well, all demands for official 
exchange as authorized by RoyalDecrees are being promptly met by the Agency. 
The smooth running.of the licensing system and adequate provision of 
exchange for essential imports have already had a healthy effect on prices 
and the cost of living. 


A matter which has been engaging the Agency's attention is the extension 
of banking facilities in the more remote parts of the Kingdom. The Agency 
is happy to announce that thanks to the cooperation of banks, additional 
branches of commercial banks will be opened shortly in many remote areas 
which presently do not enjoy such facilities. 


What is the extent of the Agency's island on local and foreign banks? 


Under the Agency's revised charter as pramigates by Royal Decree Noe 23 
dated 23e5e77, all banks are required tossubmit monthly statements of 

their financial position to the.Agency. This enables. the Agency to watch 
general banking. trends.in the Kingdom and for remedial. steps to be taken if 
necessary. Consistent with the practice followed by most other central 
“banks, the commercial. banks in. the Kingdom are also.now required to maintain 
certain statitory. deposits with the Agency. This action was considered 
necessary to safeguard. the interests. of eae and to ensure observance 
of sound banking practices. 


Do you have any remarks on the extent and timing of the recent change in 
the free. market rate of exchange? 


Judging by the considerable foreign exchange demands made on the Agency 
subsequent..to the change, as also the open market rate prevailing at the 
time of the change, I believe that both the timing and the extent of 
appreciation were just right. It is also importmt.to bear in mind that 
small changes. lead.to a certain degree of contimious speculation. With 
the reduction already made,. the Govermment's present policy is to keep 

the new rate stable for an undefined period. The merchant commnity 
would be well advised to take note of this and avoid any speculation sien 
is not in the interests of the Kingdom. 


| UNCLASS? iD | @ Do 





: ald ‘Me 17 1 ‘] at - 
(Classification) Desp. No. a 
From___ idda_ 


Do you think that there is a slump in the Kingdom? | 


My answer is an emphatic NO. The facts are that the previous situation 
was an abnormal. one and was highly inflationary. It shouldbe appreciated 
that the resulting financial and exchange crisis. was damaging to the 
interests of the Kingdom.and its people. It is also evident that the 

past level of Govermment expenditures which were far in excess of real 
resources and involved running the Kingdom into indebtedness could not, 

in any case, have been maintained. All that has happened is that the 
situation has since been brought to a more normal level which is within our 
resources. In making the necessary adjustments. the Government has, 
héwever, seen it and very wisely so that the main cuts in its expenditures 
pertain to its expenditures abroad, so that the domestic expenditures 

and the level of domestic purchasing power has been maintained as far as 
possible. 


I wish also to explain that certain types of expenditures and 
patterns of consumption cannot continue unchanged for ever. As for example, 
the large expenditures. on the construction of a new capital had necessarily 
to taper off one day and could not continue. indefinitely. Instead the 
Government. has since undertaken a large program of road construction in 
various parts of the Kingdom thus shifting the. venue of expenditures and 
also involving utilization. of services and goods of a different type. 
Secondly large imports of certain types of lwmry goods such as passenger 
ears, refrigerators,. air conditions, cannot continue on the same scale 
year after year. Furthermore, it appears that there are many more 
merchants today than in the past. Also as a result of the stabilization 
program profit margins have come down to more normal levels. Many of 
these developments signify the return of a more normal situation with 
relief to the common man in cost of living. Such developments should not 
be. confused with a — 


In this connection I also wish to draw attention to evidence of 
larger economic activity in some sectors of the private economy. A happy 
sign has been a larger volume of investments in some industrial and other 
projects in the Kingdom. The cement factory in Jeddah which is already 
in operation and the cement factory in the Eastern Region which is under 
construction. and the. large. aL ies factory nearing completion in Riyadh 
represent..substantial_and notable investments. The electric capacity in 
Jeddah, Medina and elsewhere is being expanded. Some large cold storage 
plants have already been established. The Goverment is also giving a 
large mumber of licenses for a variety of industrial units and workshops 
in the Kingdom which is an evidence of growing private activity and an 
evidence of confidence amongst the business commnity to make more 
investments within the Kingdom. 


My conclusion,. therefore, is that the first pre-requisite to economic 
development and a higher level of economic activity being domestic, 
financial and monetary stability, the Goverrment. has wisely tackled the 
first problems first. After fully overcoming this problem including 
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that of domestic and foreign indebtedness, the Goverment is at the same 
time preparing the ground for an economic development program. I think, 
thérefore, that the Kingdom owes a debt of gratitude to His Majesty's 
Government for following a very balanced program for the restoration of 
stability and of orderly development in time. 


What is your opinion of our country and what points of admiration do you 
see in Saudi Arabia? 


As a Muslim I naturally hold Saudi Arabia in the foremost esteem. I deem 
it a great privilege and-an honor that I was destined to spend some time 

in the Holy Land and was able to serve the Kingdom. . Indeed ever since I 
arrived here, I have regarded myself as being one of the countrymen and 
have felt the same concern for our problems as any other citizen. I am 

so happy that everyone regards me as such. The greatest asset of a country 
is its people and I have found the people of Saudi Arabia open hearted, 
friendly and hospitable. The people here bear the tradition of a great 
culture and religion. I deem it a duty to mention that His Majesty the 
King and the Royal Family have’ a genuine feeling for the welfare of 


' Muslims wherever they may be. This also represents the sentiments of 


the people of the Kingdom. 


Saudi Arabia has been endowed with a large oil wealth and a sturdy 
population. The oil wealth has already brought a degree of prosperity 
but the great task facing the. Kingdom is to apply the oil wealth in order 
to evolve a more permanent base for production and gainful employment. 
This needs careful planning for the right type of investments and in fields 
justified by the Kingdom's natural resources. This will also call for a 
great deal of. initiative and hard work on the part of the public. I 
wish Saudi Arabia all success and prosperity. 


When will you start your vacation and for how many months it, will extend? 


I expect to leave by the end of August and will Insha-~Allah be back after 
about two months. 
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In my discussion with Anwer Ali of the successful monetary re- 
form program he had executed at Faisal's request, Ali further 
remarked that while Saudi money and budget were stronger than 
at any time in SA history no corresporiding improvement in the 
gerieral Saudi economic situation had occurred or was in clear 
prospect. I observed that while financial economy measures 
deserved highest praise the general petroleum policy of SAG 
had prevented the increase in revenues which other o11 pro- 
ducing states of the region had enjoyed and which was needed 
for Faisal's plans to improve the social and economic status 
of population. I said it was almost ironical to see labors 
for financial and budgetary reform which had perhaps impaired 
Faisal's health being countered by a mistaken o11 policy which 
prevented new revenue. I told Anwer Ali that Iwas speaking 
personally; I had not been authorized by ty government or been 

juested by ARAMOO to criticize the policies of the Director 
of Petroleum and Minister Affairs whose views had bean accépted 
¥ 


recalled that in @ conversation some months ago Ali had criti- 







@ 5 
cized one Tariki's habit of attempting to impose his views on;.: ° 


the'oil com es without previous cooperative examination as | = 

to the prac gality of the measures he proposed. t _S 
a eM 

I remarked that in talk two months ago Prince Faied1 had ex ar =? 

pressed criticism over ARAMCO's failure to cooperate, I i iid 

‘not replied to the Prince at the time because as a rule Al ™ 


like other large concerns preferred to iron out itd UNLESS -“GRCLASS 
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differences with foreign governments without assistance of USG 
except when all remedies had been exhausted. However, since 
that time I had been examining the matter and it seemed clear 
to me that the tefusal of SAG (read Tariki) to accept trading 
company device to enable SA oil to compete in the present 
highly competitive market had lost contracts which would have 
realized at least $300 million in additional’ revenue to SAG 
over a 10-year period. Very recently Petroleum Minister had 
turned down an ARAMCO request for permission to use a modified 
trading company device which over 10-year period would result. 
in new revenues to SAG of some $130 to $165 million. This” 
offer had been refused in a strange and lengthy letter which 
admitted the efficacy of such a device but refused it unless 
ARAMCO itself formed the trading company, which ARAMCO parent 
companies were unwilling to permit. This was an attempt on 
Tariki's part to get ARAMCO to engage in its own marketing 
abroad which not only would place ARAMCO in competition with 
the great international marketing organizations of its parent 
companies but also would mean an enormous expensive marketing 
effort on ARAMCO's part and reduced sales abroad. I remarked 
that Tariki did not hide in his conversations with us his lack 
of interest in increased revenues from ARAMCO as compared with 
his determinatidn to make the company a purely national enter- 
prise subjected to the direction and control of SAG and divested 
of the control of the owner companies. 


Quite apart from the loss of revenue by this action of SAG was 
the policy which had discouraged major ofl companies from re~ 
questing new concessions in Saudi Arabia although less than two 
years ago they had 
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been eager to obtain concessions. This disinclination to” 
invest in new enterprises in Saudi Arabia had been intensified 
by the strange speeches of Tariki's legal advisor, Hendryx, Y 
in Cairo and recently in Jidda in which he not only attacked . 
the validity of contracts but took the dumb-foundering 
position that for a government to negotiate peacefully changes 
in concessionary contracts was offensive to the principle of 
sovereignty; that when national need required such changes the 
government should effect them by unilateral legislative action. 
Ali said that Tariki had informed him that Hendryx statements 
at Cairo did not represent SAG policy. I said that Tariki, he 
however, had never made any public rejection of these views. 
* 
Ali said he thought, ne that ARAMCO had failed in its ih 
public relations and in its relations with SAG; he had observed 
that it had no dealings with SAG as a rule except when it had 
a problem or complaint, The company hould be doing things 
for the population, say in the way of hospitals o 
vocational schools, It should be behind enterprises of 
public improvement which would involve friendly contact with 
the government. I said that was probably true but it was 
very difficult for any company under constant attack by a 
government to undertake an expensive initiative in trying to 
aid the government, I remarked that ARAMCO had offereg a 
ten-million-dollar interest-free loan fund to aid Saudi 
industrial development, Later Ali remarked with a smile 
"yes", and said this was about the only proposal of the 
company which Tariki himself had finally accepted, i. 
SAG 
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SAG still hesitating on it. 


Ali thought that one way to bring about a revision of SAG 
attitude toward oil companies was for USG to give a grant- 
in-aid for some worthy projéct, such as sea-water conversion 
plant or technical school, Faisal would never ask fpr such 
a grant but would very gratefully accept it as act of 
friendship. I said this would be very difficult in view of 
congressional objections to grant aid, quite well-founded in 
instance of Saudi Arabia which was in good. “abject and 
credit position. I also mentioned Faisal's..objection to 
loans. 


At the conclusion of our conversation I again said I had 
neither instructions from my government nor was it the 
desire of ARAMCO that I intervene. I would not take the 
initiative in discussing the matter with Faisal but if the 
latter again brought it up I would state my view that SAG 
petroleum policies had been detrimental to the revenues and 
economic advancement of the country. I remarked that Tariki 
was an itip] of some of the younger generation here because he 
was attacking foreign interests, Naturally this section SA 
youth did not examine whether his action was in the national 
interest. Ali agreed that the present nationalistic wave 
was accompanied by xenophobia and unreason, then remarked 
that it is interesting that revolutionary Iraqi Government 
had carefully reassured the oil companies as to their position 
and Iraqi oil output was increasing very rapidly. 


Comment: I consider Ali to be intelligent, astute, cautious 
person who will not report directly to Faisal my views on 
money Tariki has cost Kingdom, but good possibility this 
matter will be brought to Faisal's attention during budgetary 
exercise when need revealed for additional sources of 
revenue to implement economic develppment program. 
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Anwer Ali, Pakistani sent by IMF in 1958 to reform SAG money and rs 
RMR finances, called by appointment yesterday prior to leaving; for > 
Riyadh to consult with Faisal. ° 
He said that he knew that Faisal was intending to pay something on O 
the long defaulted lend lease silver loan but inquired, as he had _~ 
in August (Embassy telegram 112), whether it would not "bd possible j) 
for the US, in view of such repayments, to make a edad to 1 
‘SAG or DLF loan repayable in local currency. N 
I said that it was now against USG specifically Congressional, Ol 
Sat iGs, to give grant aid particularly in view of the greatly in- oO 
proved financial situation of SAG. As regards loans, Fa:isal had 
told me some three months or-so ago~that he disapproved of borrqw- 
ing new money to pay old debts and that he was against borvowing = 
in gerfgral'unless the object was to create a revenue ES (repeat SE) = 
which would rapidly pay off debts. Ali agreed. He said Saudi 
finances had never been on so firm a foundation as they were at 
present and that budgetary surpluses would be larger than e imaged 
and should enable repayment on indebtedness. In fact, he 3s he. 
favored using some of the profits. made by SA monetary agency fr dm i 
its dealings in exchange market for economic development FFisal 
was against this, however. Se z 
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